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Here is your new 


load builde 


the ¥#HEX with built-in hot water hea 


GLASS COFFEE MAKER 


faster coffee service is easy to sell 
and = = = faster coffee service increases your Im 


Present day restaurant and fountain 
service demands speed .. . and here 
it is. The Biltmore 2-unit model with 
built-in automatic water heater brews 


coffee faster for the rush period. It 
requires only 9” x 25” of valuable \ 


back bar space. There is a volume 
demand for these units. Sold in the 
quantities you can sell them, they 
will rapidly increase your load. 


The hot water heater tank has a high 
heat consumption of 11,000 B.T.U’s, 
and a lower heat consumption of 1320 
B.T.U’s. Each of the two coffee units 
uses 5,000 B.T.U’s to brew and 400 
B.T.U’s to keep the coffee at serving 
temperature. 


Whether you merchandise or not, 
Silex has a plan to help you increase 
your load, write for it today. 


SFALEX glass coffee makers are 
made in both gas and electric models. 
All of them have Pyrex brand glass, 
guaranteed against heat breakage. 
Prices range from $17.45 to $228.45. 
Model shown is $136.45 complete. 


The Silex Company 
Department P Hartford, Conn. 
In Canada—The Silex Company, Ltd. 
Ste. Therese, Quebec 
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CHECK... 


UR TRUCK TIRE COSTS THIS NEW WAY 


w you can get facts 
your tire Costs in a new 
, accurate way. 
wdrich has developed a 
se called ““The Truck Tire 
ulator’’ for 1'4-ton 
With this anyone, 
out previous experience, 
determine 


The probable life of his 
tire equipment 

The size tire a truck 
owner should use for 
100% normal service 
expectancy 

Actual truck tire costs 


What truck tire costs 
should be 


her information made 
ble by the use of the new 
culator and the Good- 
-“Practical Guide for 


Tire Combinations” includes: 
Instructions for easy calcu- 
lation of tire changeovers; 
changeover guide, including 
data on maximum payload 
of 131-inch and 157-inch 
wheelbase trucks; tire sizes 
and inflation pressures; rim 
sizes; dual spacing; and makes 
of trucks on which various 
combinations are possible. 


Points Out Waste 

Of special interest is a sec- 
tion devoted to wheel and rim 
problems, a data table on dual 
spacing for pneumatic tires 
and a load and service diagram 
illustrating the effect of over- 
loading on the ultimate serv- 
ice of a pneumatic tire. 

A full page is devoted to a 
table giving “Cost Expect- 
ancy” of tires, showing the 


Department T-122 


cost of 100% service, as well 
as lowered costs when the per- 
centage is raised by excellent 
care and maintenance of tires. 

These two tools have in- 
creased tire service as much 
as 50% on utility operations. 
Why not get the same benefits 
for your trucks? 


Calculator and Guide 
Are Free 


We will send you free, 
without obligation, the new 
Truck Tire Calculator and 
Practical Guide. This is part 
of the service we render free 








to users and prospective users 
of Goodrich Triple Protected 
Silvertowns. Just ask your 
secretary to write your name 
and address in the margin, 


Address 


tear off and mail. 


The B. F. Goodrich Company, Akron, Ohio «« 
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Save Repair Money with 


OKOLAST 


(a tree wire armored with brake lining) 


Okolast is a tree wire which will stand 
the wear and tear in trees. It is an 
armored tree wire designed for all 
conditions of service. 
Okolast tree wire has a unique, simple =e -— OKONITE 
pt - ites INSULATION 
construction which appeals to the / J Va aus ; a 
practical plant man. ; 
There are only 3 materials besides 
the conductor: 
I. The tough, specially saturated | @ 
seine twine will outwear any weather- : 
proof or other kind of braid used as 
a covering. 
2. The brake lining type of armor 
lape will be found by test to be the 
best for resisting abrasion. 
3. The inimitable Okonite rubber in- 
sulation means a permanently dur- 
able, safe insulation. 
Samples and prices of OkolastTree Wire 
. . ————- WOVEN 
will gladly be furnished upon request. SEINE-TWINE COVERING 


EX» THE OKONITE COMPANY 


PASSAIC, NEW JERSEY 
OKONITE QUALITY CANNOT BE WRITTEN INTO A SPECIFICATION 
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Wee the ordinary folks in and out of 
Washington were concerning themselves 
with the petty quarrels of the day, such as 
whether the Giants would beat the Yankees 
or whether Justice Black ever really turned in 
his white sheet back in 1926, administration 
leaders were thinking big thoughts—planning 
ahead for America’s destiny. 


THERE is something about the wide open 
spaces that is conducive to big thoughts and 
visionary contemplation. On his recent trip 
through Yellowstone Park and the Columbia 
river valley, President Roosevelt gave evi- 
dence of this communion with nature, espe- 
cially in his speech at the site of Bonneville 
dam. More specifically, the President indi- 
cated that he intends to push with all his 
might the bills introduced at the last congres- 
sional session which would set up seven (or 
eight) regional planning authorities a la TVA. 


THE President assures us that such legisla- 
tion would be not only the forerunner of a 
widespread government power program, but a 
liberal antidote for the abuse which we, as a 
people, have visited upon our sacred heritage 
—the Good Earth—during the last four or 
five decades. 


THROUGH ignorance, and, in some unfortu- 
nate instances, through greed, according to 
the President, we have been scalping God’s 


© Harris & Ewing 
G. W. LINEWEAVER 


A government of regional provinces may be 
superimposed upon our states. 


(See Pace 515) 
OCT, 28, 1937 


TULLY NETTLETON 


What will the unions do if Uncle Sam ieee 
over labor regulation? c 


(SEE Pace 525) 


acres at a fearful rate, leaving the woum 
soil to bake in the sun, flood in the fa:n, 
blow right up in the air if the wind is j 
right (or just wrong). The need for checks 
ing this sort of thing is hardly debatable. 
President wants to set up planning boards 
think these problems through: how to pitt) 
back a protective ground cover, and how to 
control the watersheds in the triple interest of 
agriculture, public safety, and power produ 
tion, with maybe an extra side dish of naviga- 
tion now and then. 


ALL of this points to much discussion about 
the so-called seven TVA bills at the next ses 
sion of the Congress. That being the case, 
are able to present a timely discussion of t 
problems involved by one who knows 
these bills really signify. Will the new regic 
boards really do all the fine things plann 
How. much relative importance has the pe 
angle and how much will be its relative co 
Will there be any rate uniformity between 
different zones, or will there be i“ 
possibly a battle royal? These are only af 
of the questions we wanted answer 


WELL, we wrote them all down on a piece ¢ 
paper and handed it to that ornament of Vir-' 
ginia journalism, G. W. Lineweaver, for 
secretary of the Federal Power Comm 
and now temporarily attached to the st f 
the Brookings Institution. We knew 


Lrneweaver, with his background of k 
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PLYMOUTH'SSTORY [fF = -/ 


The new 1938 Plymouth celebrates the >. fia 

MUL alist Valet mateclcciteMslticela a: - J 
10 years ago, people first saw Plymouth. baad 

And they bought by the thousands! 


No car has ever made friends so fast! ies 
Now, the 10th-year Plymouth is here... " NY, NOP : 
Oa ha! AN _f ex 4 
em é 


the greatest car we've built. See it! 
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8 PAGES WITH THE EDITORS (Continued) 


edge of national power problems, would know 
the answers if anyone did. The result was a 
two-part article, the first instalment of which 
appears in this issue beginning page 515. 


* 


HARLES Morris MILLs, who wrote the ar- 

ticle about a certain large holding com- 
pany (beginning page 533), is a newcomer to 
the ForTNIGHTLY but an old hand at con- 
tributing articles on finance and economics for 
such publications as The New York Times, 
Barron's Weekly, This Week, New York 
Herald Tribune, etc. Born in Cleveland, Ohio, 
he graduated from Amherst and Columbia 
just in time to go overseas as an officer in the 
AEF. Since then he has held consulting posts 
with the New York State Department of 
Labor, National Industrial Conference Board, 
Standard Oil Company of Ohio, and other 
concerns. His present residence is in New 
York city. 


¥ 


I* our October 14th issue we published a 
piece about labor union strikes in public 
utility industries which seems to have upset a 
few of our good friends on the Left. Why, 
they ask, hasn’t the utility worker as much 
right to strike in defense of his rights as any 
other kind of a worker? Why, indeed? It so 
happened that we had already arranged to 
publish in this issue (beginning page 525) a 
sequel in the form of a more sympathetic view 
of the utility workers’ position on the question 
of strikes. 


TuLty NETTLETON, author of this second 
instalment in our little labor article series, is 
unable to bring himself to the conclusion that 


CHARLES MORRIS MILLS 
What about the largest holding company? 
(See Pace 533) 
OCT. 28, 1937 


utility strikes are desirable or tolerable, Jy 
truth, Mr. NETTLeTon concludes that it doesn’ 
make much difference what we may think 
about utility strikes in the abstract, the brutal 
fact remains that the people just won't stand 
for them. However, he appreciates the view. 
point and problem of the organized utility 
worker and writes with commendable fairness 
on the entire situation. 


Mr. NETTLETON, who is now with the Wash- 
ington bureau of the Christian Sctence Mon- 
tor, first became interested in public utilities 
while a student at the University of Oklahoma 
from which he graduated in 1923. Subse. 
quently he covered a state house beat for the 
Daily Oklahoman at Cklahoma City and for 
the Monitor at Beacon Hill in Boston. He has 
been a careful follower of state commission 
regulation throughout his career. 


Ss 


NCIDENTALLY, President Roosevelt's Bonne. | 
ville speech contained some comment about 
the necessity for decentralizing our large cities 
which follows pretty closely along some of the 
lines of reasoning contained in the recent re- 
port of the National Resources Committee on 
Urbanism. The NRC report, it will be re- 
called, pointed to the economic weakness of 
overgrown “chronically depressed communi- 
ties,” and the President would remedy this 
by regional planning. 


Wonper what the President thinks, how- 
ever, about the other NRC report on Techno- 
logical Trends which stated that water power 
might prove in many instances to tbe more 
costly than steam-generated current? Will the 
regional planning authorities be able to work 
this out also? It might be a good idea to 
watch for the second instalment of Mr. Line- 
WEAVER’S article on the seven TVA bills which 
will appear in the next issue of the Forr- 
NIGHTLY if you also are curious about this 
problem. 


¥ 


W: are publishing, in addition to the reg- 


ular features of this issue of the 
ForTNIGHTLY, a full text reproduction of the 
three addresses delivered before the Section 
of Public Utility Law at the recent annul 
convention of the American Bar Association 
held in Kansas City, Mo. These addresses 
were delivered by Hon. Elmer A. Smith, of 
Chicago, chairman of the Section of Public 
Utility Law, Hon. James L. Fly, general coun- 
sel of the TVA, and Hon. Carl I. Wheat, 
counsel for the special telephone investigation 
of the FCC. 


THe next number of this magazine will b 
out November 11th. 
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ILL rate changes send your billing 

machines to the junk pile? Will you 
e forced to take a heavy loss on trade-in? 
Vhen you buy your billing installation 
om Remington Rand, there’s no need to 
yorry about future loss or inconvenience. 
ach machine is flexible 


cover every phase of the work. And Rem- 

ington Rand takes full responsibility for 

installation and results. The machines are 

made to fit your needs, not your needs to 

fit the machines. 

Because so many iniprovements have been 
made recently, you'll find 





h design—can be quick- 
y adjusted to fit new re- 
hirements without even 
aving your office. 

emember, too, that 
hatever billing plan 
bu now use, Remington 
and equipment can 


PES OF OFFIC AND SYSTEMS 


it well worthwhile to get 
in touch with Remington 
Rand now for a free 
check-up and cost com- 
parison. Address Rem- 
ington Rand Inc., Buffa- 
lo, New York or phone 
your local office. 


JIPMENT PROVIDING COMPLETE INSTALLAT 
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PREPRINTS FROM PUBLIC UTILITIES REPORTS 


Various regulatory rulings by courts and commissions reported in full text, 
pages 89-152, from 20 P.U.R. (N.S.) 
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. Feature ALZAK & Porcelain Enamel Reflectors 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 


—MOoNTAIGNE 








C. E. Witson 
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port, Conn.). 


CARROLL MILLER 
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Commission. 


Ernest G. DRAPER 
Assistant Secretary of 
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A. F. Rice 
Manager, Market Development, 
Southern California Gas Company. 


EpitorR1AL COMMENT 
Electrical World. 


WitiaM E. Lee 
Commissioner, Interstate Com- 
merce Commission. 


DorotHy THOMPSON 
Newspaper columnist. 


Rosert E. HEALY 
Member, Securities and Exchange 
Commission. 


PHILIP SPORN 
Vice President and Chief Engineer, 
American Gas and Electric 
Company. 
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“There is no way to better living that isn’t elect cal" 


¥ 


“The logical solution of the railroad difficulties seems 
to be—one national railroad system.” 


¥ 


“If we wish to maintain a political democracy we must 
preserve an industrial democracy as well.” 


* 


“By the common law, right of possession, the domestic 
fuel service for American homes belongs to the gas in- 
dustry?” 

Sd 


“Practically all of the [water power] sites that, the gov- 
. . ? 
ernment is developing were surveyed long ago by our 
private utilities and found wanting economically.” 


¥ 


“We are so linked up with and dependent on our rail- 
roads that it behooves us not only to watch their rates, 
but also to interest ourselves in their expenditures.” 


¥ 
~ 
“We are asked [by liberals] to recall only that Mr. 


Justice Black has waged heroic war on the utilities. 
Whatever else he may have done is really unimportant.” 


ol 


“The Holding Company Act was not intended to sup- 
plant state regulation but to supplement it by giving a 
Federal agency—the Securities and Exchange Commis- 
sion—jurisdiction over the uncontrolled holding com- 
panies.” 


¥ 


“ |. no utility company has a right to proceed witha 
facility unless the prospective return is adequate. It car- 
not, and has no right to, indulge in any grandiose schemes 
of interconnection because they fit so well into a pre 
conceived paper picture of how a group of systems ought 
to be codrdinated.” 


12 


eT Ts 
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Burroughs 
FANFOLD MACHINE 


Carbons Shift Automatically 
Carriage Opens Automatically 


Completed Forms are Released 
Automatically 


New Forms Lock Into Place 
Automatically 


SEE FOR YOURSELF—Ask for a demonstration oe Cisne Automatically 
on your own work. Compare it, feature by feature, Reverse tabulation, carriage 

i : return and spacing-up are con- 
with any fanfold machine that you have ever seen. trolled electrically by one key! 


BURROUGHS ADDING MACHINE COMPANY - DETROIT, MICHIGAN 
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Davin LAWRENCE 
Newspaper columnist. 


Frank R. McNincu 
Chairman, Federal 
Communications Commission, 
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Vice President in Charge of Sales, 
Westinghouse Electric & Manu- 
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York School of Commerce. 


Grorce AIKEN 
Governor of Vermont. 


JoserH B. EASTMAN 
Member, Interstate Commerce 
Commission. 


Epwy L. Taytor 
Member, Public Utilities Commis- 
sion of Connecticut, 


WaLtteR M. PIERCE 
U. S. Representative from 
Oregon. 
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“Fascism is no longer a cloud on distant horizons—it 
is here in these United States of America in the year 
1937.” 

S 


“It is both interesting and significant to note that, as 
electric rates have gone down, production and consump. 
tion have gone up. It has been and is a short-sighted 
policy to keep electric rates ‘as high as the traffic will 
bear.’” 


* 


“Too often codperatives have been organized to build 
inadequate lines and that only meant trouble for the 
utility that served the line, the manufacturer who fur- 
nished the material, and the customer who used the 
service.” 


¥ 


“It may be that when all the evidence is in, public 
ownership will be found preferable to public regulation 
and private ownership despite absence of evidence point- 
ing to any industry that has treated consumers and in- 
vestors better.” 


> 


“Shall the Federal government have the authority to 
take from a state without its consent and with or with- 
out recompense the natural resources [reservoir and 
power sites] upon which the industry, the income, and 
the welfare of the people may depend?” 


Sd 


“Before long we must, find a way of starting on the 
job, which is ‘codrdination’ or fitting the various forms 
of transportation into a system in which they will work 
with and for each other in every appropriate way and 
work against each other only within the limits of what 
may be termed a sane and healthy competition.” 


- 


“It is essential . . . that every rate of a motor carrier 
shall be so determined with definite relation to the cost 
of operation in order that each type of traffic shall provide 
adequate compensation to the carrier and so preserve the 
motor carrier industry, avoid discrimination, and provide 
reasonable rates for the shipper.” 


* 


“It [raising utility taxes] will be like the story of the 
old woman and the pig, in the nursery rhyme, ‘butcher 
will begin to kill cow, cow will begin to drink water, water 
will begin to quench fire’—all my colleagues have recited 
this nursery rhyme—and so on, until the objective is 
accomplished. Utilities will begin to pay just taxes, taxes 
will encourage citizens, citizens will see potentialities of 
electric system, electric system will become public prop- 
erty, and then district tax troubles, high electric light 
rates, slums, a measure of the profiteering and corrupti 
will vanish in the night. . .” 
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-E RAYMOND 


OWL MILL 


SETS 


Actual operating records show these 
results: — 


Low Maintenance 


(In one plant the maintenance cost for two 
mills, after each had ground 46,000 tons of 
coal, was less than one half cent per ton. 
In another case, where a Bowl Mill had 
been in virtually continuous service for 9 
months, it was estimated that maintenance 
would average 114 cents per ton.) 

Grinding elements can remain in use con- 
tinuously without materially affecting per- 
formance, until their service life is fully 
utilized. Consequently, mill outage and labor 
costs for removal and replacements of par- 
tially worn parts are avoided. 


Uniform Fineness 

(consistently maintained over the mill’s wide 
range of output.) 

High Continuity of Service 

(The first Bowl Mill to be placed in com- 
mercial service has been in continuous 24- 


COMBUSTION ENGINEERING COMPANY, 


Combustion Engineering Corporation, Ltd., Montreal. 


200 Madison Avenue, New York, N. Y. Canada: 


Perform ance 


TODAY’S STANDARDS 


NUMBER OF MILLS 
eSSSSSSSVSSSRSSSESE ESSE 


Chart showing Bowl Mill 
sales over 2-year period 


hr. service, 6 days a week, for over two years. 
Uninterrupted service over as long periods 
as required is characteristic of Bowl Mill 
performance.) 


Lower Power Consumption 


(as low as 7.3 kw per ton, on a large mill 
grinding Pocahontas ) 


Quiet Vibrationless Operation 


(Those familiar with coal verizers who 
have observed the Bowl Mill in operation 
have invariably been amazed at its quietness 
and lack of vibration. It is unquestionably 
the quietest coal pulverizer on the market.) 


Adequate Protection Against 
Tramp Iron 

(The provisions for protection of the mill 
against injury by such tramp iron or foreign 
material as is ordinarily encountered have 
proved entirely adequate.) 


A-376a 


INC. 
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* QUALITY 
FEATURES 


4 
HYDRAULIC yap 
Dodge led the field in giving 
you ose hydraulic brakes 


that stop quick, save tires 
brake linings. 


4 PISTON RINGS 
Only Dodge of the lowest- 
priced-3 gives you 4 piston 
rings. The others have only 3 


a> 


FULL-FLOATING REARAXLE 
Dodge pioneered this great 
advancementin low-priced 
134-ton trucks to improve per - 
formance, cut upkeep. 


ONE-PIECE REAR AXLE 
HOUSING 
And, of course, Dodge plo- 


neered this feature, too!l— 
Means sturdier, more depend- 
able construction. 


—saves gas and oil. 


IN YOUR WEW TRUCK 
and your chotce must be.. 


DODGE 




















NEW 2-TON CHASSIS AND CAB—6-Cyl., 
133 W. B. for standard tractor-trailer service, 
148” W. B. for use with senor cab. Also 159” 
W. B., 177" W. B. and 220” W. B. This truck is 
Dodge quality all the way through. Yet the 
low price will amaze you. 


Eshaanenthe Maer Sowes oFieinal amateur 


. ME. 
terms arranged to fit budget, 
Pmt Commercial Credit 





New Dodge 1 -Ton Stake—6-Cyl., “‘L’”’-Head Engine— 
2 Wheelbases, 9’ and 12’ Bodies 


BEZoRe you buy any low- 
priced truck we ask you to do 
one simple, but important thing 
.-.check it for money-saving fea- 
tures. Most truck buyers will ad- 
mit that Dodge has an edge on the 
others in appearance...but don't 
stop there. Get a “show-down” of 
such important things as rust- 
proofing, that makes your truck 
stay new longer. Compare such 


Hour, satenee as springs and axle 
> 8 


afts—Dodge uses a tough, 


at long-lived new steel alloy 


/ mamed “Amola” for these 


vital parts. Also check gas mile- 
age statements. Borrow a ‘gas- 
ometer” from your Dodge dealer 
and get the real figures for your- 
self. It’s easy, and it ends claims. 
We believe you'll find that the 
difference in the three lowest- 
Priced trucks is greater than you'd 
ever imagine! ¥ 
for yourself by spending just 15 
minutes with your Dodge dealer. 
See him today! 


DODGE 
Division of Chrysler Corporation 
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Depreciation from a 
New Approach... 


PRINCIPLES of PUBLIC-UTILITY 
DEPRECIATION 


By Perry Mason 


“A thorough, comprehensive and re- 
markably well-written treatise on the 
principles of public-utility deprecia- 
tion.”—W. C. MULLENDORE, Executive 
Vice-President, Southern California 
Edison Company. 

Price $1.00 


Published as the first of a series of mono- 
graphs on accounting principles by 


AMERICAN ACCOUNTING 
ASSOCIATION 


6525 Sheridan Road, Chicago 


Lets get together and solve it. 
The engineering staff of Porce- 
lain Products, largest manufac- 
turer of special electrical 
porcelain, is completely familiar 
with unusual insulator applica- 
tions; has designed many. 

. ++. There are over four thousand 


porcelain products insulators for 
distribution and transmission needs. 


PORCELAIN PRODUCTS, INC. 
PARKERSBURG, W. VA,, U.S. A. 
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R E conductor 
SUPPORTS ana FITTINGS 


Sometimes erroneously thought of as 
merely an incidental part of a substation 
network, conductor supports and fittings 
actually form an extremely important 
part of a system. A failure at any one 
support or joint is sometimes as costly 
to the system as the breakdown of a 
machine. R&IE carefully designed and 
properly made conductor equipment is 
the choice of many Utilities where con- 
tinuity of service is paramount. Tested 
designs, excellent quality materials, and 
care in manufacture, form the founda- 
tion for the production of R&IE conduc- 
tor supports and fittings. 














RAILWAY& INDUSTRIAL 


ENGINEERING CO. 
GREENSBURG, PA. 
Sales offices in principal cities 














GOOD 
INSULATORS 


[v] 


Insulators are only as good as the 
experience and workmanship put in. 
to their production. 

Our product is produced by men 
of the greatest experience to be found 
in the industry. 

Vicror made insulators are Goop 
InsULATORS. 


Catalog on request 


Victor Insulators, Inc. 


Victor, N. Y. 











DAVEY LINE CLEARING SERVICE 


Why Davey Service? 


®@ Available Everywhere 


@ Skillful 
® Economical 


© Preferred by Tree Owners 


Always use dependable Davey Service 


THE DAVEY TREE EXPERT CO. 


DAVEY TREE SERVICE 


KENT, OnI0 
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ncrease the Output of 
yped forms per operator 


0% sss . and MORE 


Every day in public utilities and hundreds of other 
businesses the Egry Speed-Feed demonstrates its 
unmatched performance and ability to effect sharp 
economies in time, labor and money in the typing of 
all multiple copy business forms ... at a cost of 
less than 2c per day for only one year! 


EGRY 


Instantly attached or detached without the use of 
tools, or interfering in any way with the construc- 
tion or operation of the typewriter, the Egry 
Speed-Feed, in one minute, con- 

verts any typewriter into a prac- 

tical billing machine using Egry 

Continuous Forms. Carbons are 

automatically inserted and _ re- 

moved, making all the time of the 

operator productive, thereby in- 

creasing the output of typed forms 

50% or more and eliminating the 

use of loose carbons and 

forms and of costly pre- 

inserted one-time carbons. 

All copies kept in close 

registration. Up to 300 sets 

of forms may be written 

with a single loading of 

carbons. 








Get all the facts. Demonstrations 
arranged in your own office without 
cost or obligation. Address Depart- 
ment F-1028, 


The EGRY REGISTER Company 
Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 
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HERE Is SOMETHING NE 


WHO'S WHO 


IN THE 


U. S$. GOVERNMENT 
UTILITY PROGRAM 


ah? 





te? 
om 


A directory, with biographical data, of Federal officials and 
employees whose duties embrace utility regulation and other 
utility problems, including construction and operation of 
Federal properties. 


Compiled by Georce E. Doyine, Editor 


P.U.R. Executive Information Service 





260 BIOGRAPHIES | 
MORE THAN 300 NAMES LISTED 
30 DEPARTMENTS, COMMISSIONS, ETC. 





A valuable reference guide to government personnel in the 
field of public utilities—electric, gas, transportation, com- 
munications. 


| 
| 
| 
| 
| 
| 


PLACE YOUR ORDER NOW - - PRICE $1.00 | 





PUBLIC UTILITIES REPORTS, Ince. 


MUNSEY BUILDING 
WASHINGTON, D. C. 











tober 28, 1937 Public Utilities Fortnightly 





Tremendous 
Trifles 

MAKE 
NORDSTROM 
VALVES 


| is this faithful attention to every design and manu- 
Mcturing detail that makes Nordstrom Lubricated 


g Valves leak-resistant — easy turning — quick 
erating — corrosion resistant, and compact. 


Send for Catalog. 


MERCO NORDSTROM VALVE CO. 


A Subsidiary of 
PITTSBURGH EQUITABLE METER CO. 


Main Offices: Pittsburgh, Pa. Branch Offices: New York City, 
—— Philadelphia, Columbia, Memphis, Atlanta, Chicago, 

City , Tulsa, Houston, Los Angeles, Oakiand. Canadian 
aa ves and Licensees: Peacock Brothers, Ltd., University 
Tower Building, Montreal, Quebec. 
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Two-Stage Furnace 


The Two-Stage Furnace extends to a broader 
range of power plants the advantages of the 
slag-tap furnace. 

It permits the successful use of the widest 
range of coals, including bituminous coals of 
almost any volatile, ash, or sulphur content. 
It increases the range of ash fusion-tempera- 
tures and boiler rating over which molten 
ash may drain or be tapped. It minimizes 


fouling of the convection tube-bank by 
shielding it from the intense radiant heat of 
the combustion zone of the furnace and by 
cooling, in the second stage, suspended ash 
particles not trapped in the first stage. 

The Two-Stage Furnace has been applied 
to 24 boilers having a total capacity in 
excess of 9,000,000 pounds of steam per 
hour. 





THE BABCOCK &Y 
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+ MODERIATT 


Integral-Furnace Boiler 


Bailey Water-Cooled Furnace Constructions 
are applied to the B&W Integral-Furnace 
Boiler for high availability and low mainte- 
nance cost with minimum outage for repairs 
and replacements. The wall and floor con- 
structions and the flame travel make ash 
removal easy, prevent troublesome slagging 
of the boiler tubes, and result in efficient 
combustion and low carbon loss over a wide 
range of loads with pulverized-coal firing. 
The furnace is equally suitable for burning 
either oil or gas. 
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Stoker-Fired Furnace 


B&W Chain-Grate-Stoker Fired Furnace, 
with Bailey Stud-Tube Uptake and Down- 
take Walls and refractory-backed bare-tube 
side-walls, for Dresser Station of the Public 
Service Co. of Indiana, Terre Haute, Indiana. 
The unit has a capacity of 180,000 Ib. of steam 
per hour. 

The arch of the downtake Stud-Tube wall 
is full refractory covered to improve ignition 
with Indiana coal having an ash fusion-tem- 
perature of 2000 F. 

Bailey Furnace Constructions have been 
important factors in reducing furnace and 
stoker maintenance and increasing boiler 
availability with over 600 stoker-fired boilers 
throughout the world. 






































THE BABCOCK & WILCOX COMPANY, 85 LIBERTY ST., NEW YORK, N. Y. 


ye) ate 
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INDUSTRIAL 
FLASHLIGHT 


‘Stands the Gaff" 


General all-around hard usage in industrial ser- 
vice has shown conclusively that the “EVEREADY” 
Industrial Flashlight can “Stand The Gaff". 
Bounced around on concrete floors and many 
other places are everyday shop experiences 
and each time this “EVEREADY” has come through 
unmarked. Its bright beam does not even flicker. 
The fact that it has no exterior metal parts is 
vitally important when working around ex- 
posed electrical connections and “hot” wires. 


NATIONAL CARBON COMPANY, INC. 


General Offices: New York, N.Y. * Branches: Chicago, San Francisco 


Unit of Union Carbide and Carbon Corporation 
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Good Will Remains 
Behind Hoosier Crews 


HoosiER ENGINEERING Co. 


46 So. 5th St., Columbus, Ohio 


Chicago Canadian Hoosier Engineering Co., Ltd. New York 
Montreal 


ERECTORS OF TRANSMISSION LINES 
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Teamwork is a tradition in the theatre . . . a tradition that binds 
star and stagehand, chorus and call-boy in a single great respon- 
sibility . . . to the audience. 


As the curtain rove at the Transit Convention on another year of 
brilliant Transit Industry achievement, many men, many services 4 
and many organizations found themselves more closely welded : 
together in their own and in the public interest. 


We enter another year. Once again our audience, the millions of | 
revenue paying passengers, will not be disappointed. Nor will you, §¥; 
for once again the box office of ting re will tell its 


a 





own story of a fine program under capable direction. 


For morethan halfa century, the Collier Organization has played its 
part effectively on the stage of the great Transit Industry, and does 
d. so today before an ever growing audience...a public more respon- 
* sive than at any.time in the Industry’s history. Good teamwork is 
*; morethan on we -+. It’s good business for all concerned. 


BARRON G6. COLLI EI 


INCORPORATED 
745 ELFTH AVENUE, NEW YORK 
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phe Indicated Machine for 
eee ECONOMIC 

| TRENCH 

DIGGING 


Best Fitted 
to Your Work 


» The CLEVELAND 
BABY DIGGER Model95 


@ Because it is compact, mobile and flexible — easily and economically 





operated in the open or those "hard-to-get-in places" — fast and«abun- 


dantly powered — without needless bulk and weight — easily and speedily 


transported from iob to job on its own special trailer — the Baby Digger 
Model 95 will deliver maximum footage, day in and day out, either on 
distribution jobs in the crowded conditions of cities and towns or on gruel- 
ling main line digging. If you want to simplify your ditching problems and 
effect substantial money savings, put one of these practical machines to 


work on your next job. Write for details today. 


“Pioneers of the Small Trencher” 


100 ST. CLAIR AVE. CLEVELAND, OHIO 


The CLEVELAND 
BABY DIGGER Model 95 ¢ 
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Here’s a distinct Leader 
from an 


OUTSTANDING 


Doane 
ie 
ELECTRIC RANGES 


Investigate the L&H line of qual- 
ity built ranges—smart styling, lus- 
trous porcelain enamel finish en- 
hanced by sparkling chrome trim— 
and all the handy, modern conveni- 
ence features that tempt today’s 
buyers. 


Wire or write for complete facts, 


A. J. LINDEMANN & HOVERSON CO. 
MILWAUKEE, WISCONSIN 

















THE NEWEST stREET LIGHTING| 


= oo IMPROVEMENT a oe oo 


Street lighting is the "show window" of the Utility's at- 
titude toward an essential public service. F 


A DEFINITE 
PROVEN 
PLAN 
TO INCREASE 
THE 
PRESTIGE 
AND 
REVENUE 
o) mifal- 
UTILITY 


In the safeguarding of life and property against avoid- |} 
able traffic accidents. 


Development of civic pride. 
Enhancement of commercial activities. 
Reduction of crime. 


And, when well done, the effort is rewarded by greater | 
revenues. We have helped others, will you let us demon- 
strate how we can help you? 


AMERICAN STREET ILLUMINATING 


261 NORTH BROAD STREET PHILADELPHIA, PA: 











s 
od 
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New /938 
CHEVROLET TRUChHS 


the moist advanced and 


ber 28, 19 


















complete line of chassis and bo f 
eguipment ever offered by Che evrolet 








1H) 
iif 





ii 


| 





featuring 


Great power and brilliant per- 
formance 


Outstanding economy of operation 
and maintenance 


Unmatched dependability 


Extra long life, new design and 
construction 


Modern appearance and styling 


@. 







TT 


VEVMTLLL LALLA LA 





{ 


R Axe 
yu FLOATING as 
eu 


PERFECTED 
HYDRAULIC BRAKES 


7 
% syupor of gant 


EVROLET MOTOR DIVISION, General Motors Sales Corporation _— - Se 
DETROIT, MICHIGAN HEAVY-DUTY DIAPHRAGM SPRING CLUTCH 


“THRIFT CARRIERS FOR THE VATION’ 
More power per gallon . Lower co4t per load 
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APPROVED 
BY 
UNDERWRITERS’ 
LABORATORIES 


EVERY BENI 
SAVES A FITTIN 


HAYS MFG. COMPANY, ERIE, PA. 











Public Utsilities Fortnightly 





Tt review magazine of current opinion 
and news relating to public utilities. 
Conducted as an open forum for the 
frank discussion of both sides of contro- 
versial questions — economic, legal and 
financial; also gives trends in the present- 
day control of these companies—govern- 
mental competition — state and Federal 
regulation. 


{ Issued every other Thursday—26 num- 
bers a year—annual subscription $15.00. 


§ The only magazine furnishing ¢ 
and vital information on all subjects 
volving the financing, operation, 


management of public utilities under ge 4 
ernmental regulation and competition. 


{ A magazine of unusual value and cur 
rent stimulation to all persons holding” 
positions with, or having a financial ine 
interest in, public utilities. 4 


Published by 


PUBLIC UTILITIES REPORTS, INC. - - 1088 Munsey Bldg., Washington, D.¢. 
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{The careful investor judges. a 
security by the history of its 
~- performance. 


_KERITE 


in three-quarters of a century of continuous: — 
production, has established a record of per- 
formance that is unequalled in the history ~ 
of insulated wires and cables. 


Kerite is a seasoned security. 
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for those cool days 


in Spring and Fall 


and the damp ones 


in Summer 


ffrres an electric steam radi- 
ator on wheels. It is only 21 
inches high and 4% deep. Takes up 
but little room. Is good looking. Can 
be easily pushed from room to room 
and plugged in. Gives both convected 
and radiant heat, same as any free-stand- 
ing radiator. 
Made in four sizes for 10%, 14, 17% and 21 
square feet of radiation. 


Is equipped with thermostat and automatic 
current cut-off. 


Thoroughly guaranteed by Burnham, makers 
of heating equipment since 1873. 





Send for prices. Get the catalog for full facts. 
See for yourself its sales possibilities. 


Bumham foilerforporation, 


IRVINGTON, NEW YORK 
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‘ ‘ HOUGH there are literally 
With Gargoyle Oils thousands of industrial oil 
brands on the market today, one 
trade-mark stands out above all 
ou Get our 71 Years’ | others! 
It’s the Red Gargoyle . . . famous 
. . . the world over as the sign of 
perience in Making | correcr LUBRICATION! 
For 71 years the makers of Gar- 
; ' 9? | goyle Lubricants have been sav- 
orrect Lubrication ing money for industry. 
; Today, executives in 110 industries 
Boost the Profits prove—in the smooth operation of 
their machines . . . in improved 
[ production...and in actual figures 
t American Industry on their account books — REAL 
ECONOMIES can be traced to 
Gargoyle Lubricants properly 
applied. 

















How “Correct Lubrication” can save you money: 


1 Curb power losses. 3 Improve production results. 





2 Decrease maintenance costs. 4 Lower lubrication costs. 


OCONY-VACUUM 


CORRECT LUBRICATION INDUSTRY 











/1 Years’ Lubrication Experience — the Greatest in the Business 
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When You Need 
HIGH VOLTAGE 


SWITCHES 


BUY DELTA-STAR UNIT TYPE 
(BULLETINS UPON REQUEST) 








Uil-Blast Circuit Breaker for Metal-Clad 
Switchgear 


The complete control, solenoid 
operating mechanism, control 
switches, interlocks and manual 
operating handle are combined 


in a self-contained unit. “MB-139” OUTDOOR SWITCH 


Delta~Star QQ) Electuieg , 


2400 BLOCK FULTON STREET, CHICAGO, ILL, 


SANGAMO TYPE L-2 METERS ay 


TWO-ELEMENT METERS 




























The Type L-2 two-element meters com- 
prise two complete electro-magnetic 
elements driving a single disk. They are 









designed for modern "A" and "S" 
mountings, thus combining conven- 


ience in installation with a minimum of 






space requirements. Electrical char- 


acteristics meet all the requirements TYPE L-2-S “tract 






for modern meter accuracy and per- 








formance. 


Modern Meters for Modern Load 


SANGAMO ELECTRIC COMPAN’ 


SPRINGFIELD, ILLI a 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








tober 28, 1937 Public Utilities Fortnightly 





Stringing cable is no job for a fair-weather outfit. The going's tough, as any lineman 
will tell you . . . uphill and down, through mud and swamp, across the country as nature 
made it without benefit of trail or road. 


It’s a job for a Cletrac ... the crawler tractor that's built to smile at hard going... 
with the traction, the balanced design, the power, and stamina to get in and out of 
the tough spots. 


With controlled differential steering, Cletracs are more easily controlled, surer footed 
in tight places, safer on the hills. 


Investigate. There are fifteen models, from 22 to 94 horsepower, either gasoline, 
tractor fuel, or Diesel powered, and with a complete line of working equipment. 


f#E CLEVELAND TRACTOR COMPANY + CLEVELAND, OHIO 


Cletrac 


Crawler Tractors 


only tractors with controlled differential steering that keeps both tracks 
iling at all times .. . on the turn as well as on the straightaway. 
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RILEY PULVERIZE 


in Central Static 


Plant after plant in the Public Utility industry has swung to ' 
Pulverizers . . . definitely establishing Riley as one of the lea 





A few Public Utilities using Riley Pulverizers« 3 


Union Electric Light & Power, Cahokia . . _ Repeat 
Edison Electric Illuminating Co., Boston . . . Reg 
Hartford Electric Light Co., Conn. . . . Repeat Ord 
Potomac Electric Power Co., Washington, D. C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Ill. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT 
ST. Louis CINCINNATI HOUSTON CHICAGO’ ) ST. PAUL KANSAS CITY LOS ANGELES 


COMPLETE STEAM GENERATING UNITS P: 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURN 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED S 
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TAYLOR STOKERS 
FURNACES (Woter-Cooled 
= J mee AS™ HOPPERS 


7 FT ff) TAYLOR sTOKER UNITS 























Eliminate the smoke 
nuisance 


Companies in great population, 
centers—New York, Brooklyn, Phila- 


delphia, Washington, D.C., Chicago, 
Detroit, Boston, New Haven, Provi- 
dence, Springfield, Dayton, Toledo, 
and many others— home and abroad— 


keep their communities contented 
by firing with Taylor Stokers, for 
Taylor Stokers satisfy the most 
stringent anti-smoke ordinances. 





/a4 . & 
3 
at a 


KCco 














Division: AMERICAN ENGINEERING COMPANY 


PHILADELPHIA, PENNSYLVANIA 


PUMPS, MOTORS AND TRANSMISSIONS. A-E-COQ MARINE AND YACHT 
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THAT PUBLIC UTILITIES SPECIFY DAVEY 


Users of Davey Dual Purpose Compressor Trucks report operating savings of from $2,000 
to $5,000 annually. Because the compressor occupies only one-third of the truck body, there 
is ample space for carrying men, tools and materials, thus eliminating the necessity for a second 
truck for this purpose. 

Likewise, it is possible to effect many efficient combinations of construction equipment such 
as the compressor-hydrauger truck of the Dallas Gas Co. shown above. 


DAVEY COMPRESSOR CO., INC., KENT, OHIO 


“Built to Serve and Endure” 


VG 


H 
v ~ 











fal 
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VULCAN SOOT BLOWER CORPORATIO} 
CDu Bots Cc Pennsylvania 
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he sale of Modern Lighting 
or Modern Store Fronts should 
begin at Home! 


Here's how Architect Geo. F. pater and the Potomac Edison Compe 


couviace the merchants and 


wrers of Cumberiand, 


Md., of ¢ 


value o bighity “lighted stores. 


modern store front demands modern illumina- 
om. And modern illumination means a heavier 
ting load. There’s a natural tie-up if there 
Was one . . . new Pittco Store Fronts and 
o lighting. 
to take best advantage of this tie-up . . . to 
ce prospects in your community of the sound- 
of store front modernization with better light- 
+. . there’s —y- more valuable than an 
example . . . on your own show rooms... 
just what you ‘mean. 


talk to a merchant .. . tell him the need for 
dern merchandising methods . . plug away on 
idea of a new store front with better lighting. 
to clinch the argument, you say “Look at our 
iM quarters down the street. There’s a new 


... illuminated in the modern manner. We 


practice what we preach ... because we know it 


means better business!” 


Put a new Pittco Front on your utility show rooms. 
Make them an example of what you preach. And 
when the Pittco Store Front Caravan, sponsored 
by Pittsburgh Plate Glass Company, comes to your 
territory, don’t miss it. It shows you numerous 
actual examples of modern store front lighting. It 
offers you an opportunity to cooperate with a pro- 
motional effort that leads directly to more business 
for you. Contact our local branch for data about 
the Caravan ... and for any cooperation on store 
fronts you may need in your work. 


PITTSBURGH, 
PLATE GLASS COMPANY 
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P. U. R. Digest 


CUMULATIVE 
A DIGEST THAT IS SERVICED 


Public Service Law and Regulation 


The only Complete Digest in this field 
ir 
A Work of Primary Authority 
Containing the Decisions and Rulings 
of the 


United States Supreme Court 
A SHORT CUT United States Circuit Courts of SIMPLE 
Appeals 
pital oct United States District Courts | ““PHABETICAL 
FIFTY YEARS State Courts CLASSIFICATION 
Federal Regulatory Commissions OF SUBJECTS 
AN EXHAUSTIVE State Regulatory Commissions 
SURVEY OF Insular and Territorial Regulatory 
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Investigate the adv 


MODEL 120 & 160 WITH SHIFTABLE 
BOOM - - CHAIN AND BUCKET TYPE 


The latest boom type Buckeye ditchers have 
a wide range of usefulness: Trench 16” or 
more wide and to 12’ 6” deep can be dug in 
hard-to-get-at places or on open country 
right-of-way, with equal facility. Digging 
boom may be shifted to right or left allowing 
the machine to cut trench within 4” of a 
curb or 10” from poles, buildings or other 
obstructions. 


ENGINEER 
MODERN as 


THE BUCKEYE TRACTION DITCHER CO. 


ING DESIGN as 
TOMORROW 


Gt Wy) 





Ayes 


. a ee 
MODEL 11 WHEEL TYPE. 
SMALL. FAST - EASILY HANDLED. 


THEY SIMPLIFY YOUR 
DIFFICULT DITCHING JOBS 


Short runs of small trench, lines that run close 
to obstructions, scattered jobs that call for mov- 
ing the ditcher frequently, difficult soil conditions 
and a variety of other mean-to-handle situations 
are greatly simplified by the use of the Model I! 
Buckeye. Built by the originators of the wheel- 
type ditcher, this small machine — only 52” wide 
over-all, digs trench from 10” to 22” wide and 
to 5's’ deep at speeds up to 416” per minute. 

it has the power and rugged strength to handle 
any ditching job within its range of trench width 
and depth and a range of digging speeds that 
enables you to keep any job moving at the max- 
imum practical speed. 


‘“ SRT TRI 
Quickly 

moved from 

one job to the 
next on 
Buckeye 


built trailer. 


FINDLAY, OHIO, U.S.A 
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THE DETROIT EDISON COMPANY 
TRENTON CHANNEL POWER HOUSE 
MULSIFYRE SYSTEM IN OPERATION 





This MULSIFYRE System is operated electrically by push button 
control from the main control board. 


During a flow test 100,000 volts was maintained on the terminals 
through a test set. No appreciable electrical leakage was observed. 


GRINNELL & COMPANY 


Mulsifyre Division Providence, R. I. 


GRINNELL “MULSIFYRE” SYSTEM 


A PRODUCT OF THE WORLD’S LEADING FIRE PROTECTION ORGANIZATION 
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FRIGIDAIRE UTILITIES TO GET HEAD START 
OWARD BIGGER YEAR THAN EVER IN 1938! 


Frigidaire’s about to make 
headline news again! Watch 
or the first details of the 1938 
tigidaire with sensationally ad- 
anced Meter-Miser, and scores 
bf other new sales-clinching ad- 
vantages! Get the details about 
he new Frigidaire appliances 

electric ranges, washers, 
oners, water heaters—that are 
Boing to give utilities handling 
tigidaire outstanding prod- 


ucts in the major appliance field. 

The sales records shattered 
by utilities with Frigidaire in 
1936 and 1937 will be smashed 
anew in 1938! For behind its 
new 1938 Frigidaire with the 
Meter-Miser—and behind each 
of its new appliances — Frigid- 
aire will put the same dynamic, 
compelling sales-strategy that 
has made Frigidaire the largest 


selling refrigerator! And back 


that strategy up with the heavi- 
est, most concentrated adver- 
tising campaign in Frigidaire 
history! . . . So HOLD EVERY- 
THING for next month’s big 
Frigidaire announcement. 
FRIGIDAIRE DIVISION 


General Motors Sales Corporation 
Dayton, Ohio 
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Tre HILL-HUBBELL Pi 
of PIPE UBL 
| Ld, FURTHE fai 


Steed OF , - 
. ¢ OLD Zz: i 
& Coating Wie a 


a en = Site Ca) 





The PROTECTIVE EFFICIENCY of cold coating and the 

HILL- ne gene can be — — coating B EEL PIPE 
gives about as muc protection as a prim on a new 
house. Compared to this the HILL- HUBBELL Process uY ST . 
gives by ns ec Hy to a prime coat and two Mill Coated and 
coats of quality paint ere is just no comparison,—one 
actually PROTECTS and the other doesn’t. To bear out Wrapped at any of 
our contention we quote the following from an A.G.A. these mills 
Subcommittee report on a Coating and Corrosion— 

“Their value (cold coatings ) as a protection against pitti: Genteat Tube Company 
would probably not justify the trouble and expense o Jones & Laughlin Steel 
applying them to permanent lines.”” The PROPER protec- National 4 oes 
tion of STEEL PIPE by the HILL-HUBBELL Process pays _—Rerublie Steel Corporation 
Chalfant 


in dollars and cents. 
For over 30 years BITURINE ENAMEL, on all-coal tar "tuys Ceavem "© 


product, has done an efficient protection job. 


GENERAL PAINT CORPORATIO! 


Three coats of enamel, one wrapping of Felt, and one 

of Kraft paper are applied mechanically at ONE time with 

ONE labor cost. There are no bubbles, skips, or holidays with 
HUBBELL Process. 








H YDRA ULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


* Penstocks 

* Butterfly Valves 

* Power Operated Rack Rakes 

* Gates and Gate Hoists 
Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 90 BROAD ST., NEW YORK, N. Y. 
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especially a GMC truck—will 
draw second glances every time. GMC “Dual- 
Tone” color blending is the stimulating influence 
that holds public gaze. Underlying its beauty is 
GMC rugged truck construction promoting long 
life and lasting economy. GMC prices are now 





crowding the lowest! 


Time payments through our own Y. M.A. C. Plan at lowest available rates 


GENERAL MOTORS TRUCKS & TRAILERS 


GENERAL MOTORS TRUCK & COACH 
DIVISION OF 
YELLOW TRUCK & COACH MANUFACTURING COMPANY, PONTIAC, MICHIGAN 
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ACCT’S RECEIVABLE 


Ay 
SERVICE BILLING ’ 


ARREARS BILLING | 


DISCOUNTS 


COLLECTION CONTROL 


METER DEPOSITS 


Investigate this 


All-around Accounting Method 





{ In re-equipping your accounting department, don't consider only 
your Current Service Billing needs. This type of billing comprises only 
3°%, of present day customer accounting costs. 


{| Investigate the punched card method of accounting which, in addi- 
tion to Service Billing, will facilitate the handling of Cash Posting, 
Ledger Balancing, Discounts, and Arrears and Merchandise Billing. 
This method will also enable you to control Accounts Receivable, 
Meter Deposits and other important functions. 


{ This modern electric Accounting method offers complete and more 
informative records to the customer, the district offices, the customer 
service department and the management. Write for complete infor- 


mation today. 





INTERNATIONAL BUSINESS MACHINES CORPORATION 


GENERAL OFFICES: sats BRANCH OFFICES IN 
270 BROADWAY, NEW YORK, N. Y. PRINCIPAL CITIES OF THE WORLD 
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HARTS IN DISPATCHER’S OFFICE 
show loading miles away 


BRISTOL'S METAMETER FOR LOAD CONDITIONS 


OAD CONDITIONS MEASURED 
AND TRANSMIT TEDHERE 


BR | 


° ! 


TT TWO-WIRE TRANSMISSION LINE(TELEPHONE CIRCUITS MAY BE USED 


METAMETER TRANSMITTER 
AT REMOTE POINT IN 
ELECTRICAL SYSTEM 


OW, by just a glance at the receiver chart 
record of Bristol’s Metameter for telemeter- 
, the dispatcher can see at a glance, accurately 
d conveniently, how load is fluctuating in the 
er-connected system. 


voltage changing here? Is capacity being taxed 
te? Is power being utilized to the best ad- 
intage all around? Méetameter tells instantly. 
hat better way to ascertain conditions through- 
your system before expanding or disturbing 
isting facilities P 

ly the simplest two-wire circuit is needed be- 
een the Metameter transmitter at the distant 


- ~ CAN BE ANY DISTANCE APART 
| 


RECORDING META 
RECEIVER IN LOA 
DISPATCHERS 


point and the recording receiver in headquarters. 
Any existing circuit will do. You can use a tele- 
phone line if you want to,—without interference 
to the conversation transmitted. 


Bulletin No. 424X is the one to ask for. 


THE BRISTOL COMPANY, WATERBURY, CONN. 
Branch Offices in Principal Cities 


BRISTOLS 





This page is reserved wnder the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 











WILLIAM A. PRENDERGAST 


who was for nine years Chairman of the New York State Public Serv- 
ice Commission; who was Comptroller of the City of New York during 
the period when the Dual Subway Contracts were consummated; and 
who has until recently been an officer in one of the leading utility com- 
panies of the East, 


Discusses Matters of 
Special Interest to You In 


PUBLIC UTILITIES AND 
THE PEOPLE 


In this new volume the author gives a comprehensive picture of 
the vastly important and complex problems which the utility compa- 
nies—particularly the electric utilities—are having to face today. 
Written by a man whose unique background makes him a highly 
qualified authority, the book is timely to an unusual degree in view 
of the current agitation over public utility issues. Beginning with a 
general analysis of the nature and function ef public utilities, the 
author proceeds in a logical and thorough manner to more particu- 
lar problems. He squarely tackles the vexing question of the “Pow- 
er Trust,” fearlessly considers in three brilliant chapters the func- 
tioning of holding companies, likewise devotes three chapters to the 
much debated subject of valuation, fully considers the problem of 
rates, and sums up with an estimate of what regulation has done and 
should do and with a provocative discussion of public ownership. 
Among the positive conclusions that Mr. Prendergast reaches is the 
belief that the “Power Trust” does not exist, that valuations should, 
according to the definition of the Supreme Court, be determined by 
present reproduction value, and that regulation by state commis- 
sions should be perfected and strengthened. 


PRICE, $3.00 


PUBLIC UTILITIES REPORTS, Inc. 
Munsey Bldg., Washington, D. C. 
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YOU MUST SET AN EXAMPLE 


FOR YOUR CUSTOMERS! 


ARE YOUR OWN UTILITY OFFICES LIGHT-CONDITIONED? 


jodern Lighting is essential to a public utility business office where the company comes in 
sily contact with its customers. When you preach the doctrine of Better Light-Better Sight 
your customers, you must show your belief in it by the modern lighting of your own offices. 
prmaflector gives you this sample of good public utility office lighting. A combination direct 
d indirect system of lighting is architecturally blended to harmonize with the room, Spe- 
ally constructed ceiling domes are molded into an architectural unit by using Pittsburgh 
direct Luminaire No. B-56! close-coupled. Flanking these domes are installed Pittsburgh 
rect Lighting Units No. FE-100-C recessed in the ceiling with flush concentric louvers for 
bht control. 


rmaflector engineers will be glad to show you how to achieve these results for your offices 
d salesroom. 


PITTSBURGH 
j a REFLECTOR COMPANY 
\ Permaflector 7 OLIVER BLDG. PITTSBURGH, PA. 
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Heat Transfer Depart nt: JEANNETTE, PA. 





District Offices tere Princi ! Cities 
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28\T4| 1 Roilwoy Electric Supply Manufacturers Association ends session, Chicago, Ill., 1937. 
29 F I National Electrical Manufacturers Asso. ends convention, Chicago, i. 1937. 
{ Amer. Inst. of Steel Const. ends meeting, White Sulphur Springs, W . Va., 1937. 
30 Se 1 Mid-Continent Oil & Gas Association of Texas concludes meeting, Dallas, Texas, 1937. 
31 S 1 American Trucking Association will hold annual convention, Louisville, Ky., Novem- 
ber 15-17, 1937. 
1 M OT rsh Municipal League will hold annual convention, Enid, Okla., November 
2 is { National Bureau of Standards will hold conference on corrosion and protec- 
T tion of pipe lines, Washington, D. C., November 15-17, 1937. 
3 WwW I New Jersey State League of Municipalities will hold meeting, Atlantic City, N. J., 
November 18, 19, 1937. 
4 TA 9 American Water Works Asso., Virginia Section, opens meeting, Richmond, Va., 1937. 
¥ American Water Works Asso., Missouri Valley Section, convenes, Omaha, Neb., 1937. 
5 F 1 ite" el League will convene for session, Rochester, N. Y., November 
18-2 
ct Se Lara ” mas Association will convene for session, St. Louis, Mo., November 
7 X bi rs Research Board will hold annual meeting, Washington, D. C., December 
8 M { American Water Works Association, Wisconsin Section, starts convention, Green 
Bay, Wis., 1937. 
9 Ts ¥ American Petroleum Institute convenes for session, Chicago, Iil., 1937. 
10 Ww { Annual Gas School Conference opens, Iowa State College, Ames, Iowa, 1937. 
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Xavier Gonsales Courtesy of Public Works of Art Pri 


“War” 


Municipal Auditorium, San Antonio, Texas 
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The Proposed Regional Plan 
Of Federal Authorities 


No. 1. The Norris and Mansfield Bills 


THERE is no end to the discussion of the constitutionality of what the 
regional bills propose, says the author; but there is one field in which 
the revolutionary measures will have a disturbing effect and that is in 


+ Projed 


the existing spheres of Federal operations. The limit of what may be 
done may be gauged only by the ability of the strongly entrenched 


factors in government fields to balk any entrenchment on their present 
preserves. 


By G. W. LINEWEAVER 


¢ ike the Royal Northwest 
[" Mounted Police, the Senator 
from Nebraska always gets 

is man.” 

Thus observed Senator W. R. Aus- 
in, Republican of Vermont, of the In- 
lependent Senator George W. Norris, 
\ebraska, in debate on the latter’s reso- 
ution proposing an investigation by 
he Federal Trade Commission of 


The senior Senator from the native 


515 


state of Calvin Coolidge was not 
speaking facetiously; and he recog- 
nized the traditional perseverance of 
Senator Norris in behalf of any legis- 
lative objective he might undertake, 
whether in the Congress or in his home 
state of the Western Plains. Neither 
was it wholly to recent accomplish- 
ments that Senator Austin referred. 
Thirty years ago, as a compara- 
tively obscure Representative, Norris 
almost single-handed led the fight that 
broke the czaristic rule of “Uncle Joe” 
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Cannon as Speaker of the House of 
Representatives. Nominally.a Repub- 
lican as he continued to be until 1936, 
he revolutionized the rules of the 
House and became the first “insur- 
gent” that was to plague his party or 
whatever party might be in power. 

In more recent years, the adoption 
of a unicameral legislative set-up in 
Nebraska was a Norris move, opposed 
by the political powers of both parties 
but supported by the people at the polls. 
Initiation of the amendment to the 
Constitution of the United States, 
eliminating the “lame duck” sessions 
of a retiring Congress and its speedy 
ratification, implemented a revolution- 
ary proposal. 

Implacable foe of what he charac- 
teristically denominates as the “power 
trust,” the Public Utility Holding 
Company Act of 1935 in a large part 
may be ascribed to the Nebraska Sen- 
ator. For it is no secret that but for 
his adroit maneuvers, the “death sen- 
tence,”’ so-called, would not have been 
incorporated in the Senate bill, even 
with the powerful support given the 
proposal by the President and his ad- 
ministration. 


HE Tennessee Valley Authority 

Act of 1933 and subsequent 
amendments represent the results of a 
15-year battle that he led to inaugurate 
Federal power development on the 
Tennessee river on a scale that per- 
haps even his vision did not contem- 
plate. Certain it is that he could not 
have foreseen the magnitude of the un- 
dertaking or that a national adminis- 
tration, with the backing of a large 
majority in Congress, would provide 


a couple hundred million dollars im 


four years in addition to the initial in- 
OCT. 28. 1937 


vestment of $60,000,000 or more in 
power facilities at Muscle Shoals, Ala. 

Looking, so to speak, for new fields 
to conquer, Senator Norris had for 
several years a plan to create a super- 
TVA embracing all of the Mississippi 
valley; but he did not find the open- 
handed welcome of such an undertak- 
ing that he might have anticipated. 
The Mississippi valley and the Mid- 
Western area have long been more in- 
terested in flood control than in the 
ramifications of a giant multipurpose 
undertaking, involving power develop- 
ment and the various other activities 
of a social character that TVA has 
sought to emphasize. 

In consequence, the Mississippi val- 
ley people ganged up on the Senator 
from Nebraska and demanded that the 
Corps of Engineers, War Department, 
be undisturbed in consummating and 
executing plans to eliminate the men- 
ace of floods. The Mississippi Valley 
Authority Bill as a single piece of legis- 
lation was effectively squelched; but 
not so the ideas of Senator Norris for 
regional planning and public works de- 
velopments by area authorities rather 
than by established agencies of the 
Federal government, for some of 
which he has no high regard. 


| enepdy Roosevelt was no doubt 
well sold on the planning idea, for 
his National Resources Committee had 
been favorable to planning on a ft 
gional basis, but there have been sug- 
gestions that experience with the cor- 
flicting views of David E. Lilienthal 
and Dr. Arthur E. Morgan in TVA 
have not made Mr. Roosevelt so happy 
as to operations by an independent 
board. It may be that the President, 
mindful of the grief that might come 
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from sharp internal conflicts in six 
new regional authorities, was willing 
to let Congress take its choice between 
the Norris plan, embodied in Senate 
Bill 2555, and the somewhat modified 
and less all-embracing measure intro- 
duced by Representative Mansfield, 
Texas, chairman of the House Rivers 
and Harbors Committee. 

Fundamentally the outstanding dif- 
ferences in the two bills are these: 

1. The Norris bill provides for re- 
gional conservation authorities that 
would be virtually supreme in their re- 
spective areas—certainly so far as elec- 
tric power development and related 
operations are concerned. Frankly in 
the extreme, the Senator announced 
that the regional commissions of three 
members should be independent of 
“political” control by any executive 
outfit in Washington. He would have 
the agencies do their own planning, 
have plenary powers in dealing with 
states and other public agencies, and 
execute projects, after approval by the 
President. Congress would be ex- 
pected to provide the necessary funds. 

2. The Mansfield bill separates plan- 
ning from power operations. It would 
set up a regional planning director but 
would authorize the President to cre- 


ate regional power authorities with 
jurisdiction coinciding with that of the 
area planner. Advisory boards for 
power and planning would be pro- 
vided. One-man responsibility and con- 
trol is the underlying personnel phase 
that would obviate conflicting views 
that have so frequently hampered com- 
missions in the Federal service. 


B= bills contemplate expansion of 

the territory of the Tennessee 
Valley Authority to embrace the Cum- 
berland river in Kentucky. Each pro- 
vides that within six months the Presi- 
dent shall set up a Columbia Valley 
Authority to take over the Bonneville 
power project in the Pacific Northwest. 
Eventually it is presumed the $400,- 
000,000 Grand Coulee pioject in 
Washington state, now being con- 
structed by the Bureau of Reclama- 
tion, Department of Interior, would 
come under the CVA, perhaps before 
its first units are completed. 

The clash of ideas in the Norris and 
Mansfield bills as to 3-man or single- 
headed authorities developed a peculiar 
quirk. Representative Rankin, Missis- 
sippi, who has become something of an 
understudy of Senator Norris as a 
nemesis of private utilities, introduced 


from Nebraska and demanded that the Corps of Engineers, 


q “. .. the Mississippi valley people ganged up on the Senator 


War Department, be undisturbed in consummating and exe- 
cuting plans to eliminate the menace of floods. The Missis- 
sippi Valley Authority Bill as a single piece of legislation 
was effectively squelched; but not so the ideas of Senator 
Norris for regional planning and public works developments 
by area authorities rather than by established agencies of 
the Federal government, for some of which he has no 


high regard.” 
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the Norris bill in the House verbatim, 
but had a change of heart on this one 
feature. He favors a one-man author- 
ity and thereby brings into bold relief 
his recent disagreement with Dave 
Lilienthal, over the latter’s negotiation 
of a TVA contract with Harvey 
Couch’s Arkansas Power & Light. 

Previously Rankin had taken sharp 
issue with Dr. Morgan’s views on a 
power pool; and now that Lilienthal is 
in his bad graces, the present TVA ré- 
gime may lose one of its most ardent 
defenders. The Mississippian has not 
deserted TVA by any means, but 
Lilienthal’s failure to require Mr. 
Couch’s company to retail energy at 
“yardstick” rates produced an interest- 
ing disturbance. 


| pat one point of view, these and 
other developments that have re- 
vealed a degree of unhappiness in the 
official TVA family may indicate that 
the days of blissful peace in the Roose- 
velt’s administration’s power family 
are approaching an end. But that is 
another story that has nothing directly 
to do with this latest move of Senator 
Norris to revolutionize the Federal 
government’s method of handling all 
phases of conservation subjects, from 
water utilization to wild life and rec- 
reation, and the relationship of the 
Federal government to states and lo- 
calities. 

Impetus given the Norris and Mans- 
field bills, in respect to planning, ex- 
pansion of TVA, and early creation of 
a Columbia Valley Authority, by Pres- 
ident Roosevelt’s special message of 
June lst, was checked somewhat by 
the illness in midsummer of the Ne- 
braska Senator. 
maneuvered the hearings before a 
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However, he had ' 


friendly Senate Subcommittee on Ag- 
riculture and Forestry to the disap- 
pointment of flood control and naviga- 
tion advocates, who preferred the Sen- 
ate Committee on Commerce. It would 
have had short shrift in the latter com- 
mittee, and its patron knew it. 

Even though ill, the spirit of Sen- 
ator Norris made itself evident 
through the aggressive support given 
his plan by Senators Pope, Idaho, and 
Schwellenbach, Washington, who with 
a group of twenty or more of their col- 
leagues, are prepared to carry on the 
Nebraskan’s battle. It may be that the 
number of Senators who are willing to 
wage a war for this phase of a New 
Order may greatly exceed the score 
that are known to favor the Norris 
version of conservation and _ public 
power expansion, and admittedly, that 
is a sizable block to start with. 


HE crusading spirit of Norris was 

not evidenced in the reception ac- 
corded the Mansfield and Rankin bills 
in desultory hearings before the House 
committee before Congress adjourned. 
Yet, the promise of more rapid Fed- 
eral development of power projects 
throughout the country is a tempting 
bait. It has worked successfully for 
four years and no one discounts the 
potential influence of TVA as an ex- 
ample of the Federal government's 
liberality in the interest of regional de- 
velopment. 

A hint of this feeling in the House 
of Representatives’ rank and file was 
given in May, when Representative 
Rich, Pennsylvania, led an antiadmin- 
istration onslaught on further appro- 
priations for Grand Coulee in the Pa- 
cific Northwest during consideration 
of the Interior appropriation bill. 
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Broad Powers of Superauthorities 


CCN some of these twenty-eight states, the 

water, land, and other conservation prob- 
lems are not serious, but nearly all at sometime 
or another would have occasion to deal with 
one or the other of the superauthorities. The 
broad powers sought for the new agencies are 
such that there is scarcely any activity affecting 
water or shore usage or touching conservation 
that would not require consultation with or an 
application for approval by the appropriate re- 


gional set-up.” 





“This is nothing but another TVA 
where there are nothing but jack rab- 
bits,” shouted the economy-minded 
Pennsylvanian. 

Were his economy sentiments ap- 
plauded? Not much. He was greeted 
by shouts of derision and the TVA 
idea acclaimed. Just previously the 
House had made a gesture against pro- 
viding funds to start the new Gilberts- 
ville dam in the TVA system, but fi- 
nally yielded. 

With congressional elections com- 
ing on next year and the Senate to be 
confronted early in January with a fa- 
vorable report on the Norris bill, if 
present plans mature, none but an op- 
timistic opponent doubts that the sec- 
ond session of the Seventy-fifth Con- 
gress will see Senator Norris making 
progress toward getting “his man” in 
some sort of fashion. But the territory 
he seeks to cover may be the rock on 
which the craft will founder. 


W™ the Norris bill to follow the 
usual bent and be directed solely 
at Federal power expansion, with 
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promises of cheap energy, and a few 
new attacks on the chief patron’s pet 
aversion—the “power trust*—the out- 
look would not be so difficult to fore- 
see. But, both the Senate and House 
measures, in one form or another, step 
on so many influential and strongly en- 
trenched official toes, Federal and 
state, that complications of a decided 
character can easily be foreseen. 

No question can be legitimately 
raised about the value and importance 
of regional planning under proper 
Federal supervision, codrdinated with 
state and local activities. For several 
years that course has been prosecuted 
fairly successfully by the National Re- 
sources Board and its successor, the 
National Resources Committee, headed 
by Secretary of Interior Ickes, as 
chairman, and composed principally of 
cabinet officers. 

The actual work has been largely di- 
rected by Charles W. Eliot, executive 
officer, and it has produced a high de- 
gree of codperation with Federal, 
state, and local agencies. Its fact-find- 
ing has been clear-cut. It has been in- 
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fluenced little, if any, by political or 
administration policy. In a compre- 
hensive report on national and regional 
planning, the Resources Board raised 
some interesting points — in fact 
stressed them—relating to the possible 
workings of regional authorities. In 
several instances these conflict with the 
philosophies underlying both the Nor- 
ris and Mansfield bills. 


HREE points are of particular in- 

terest, in view of reactions at- 
tributed to Federal and state agencies 
that have been inclined to look askance 
at the objectives of the regional au- 
thority bills. 

First, while dealing kindly with the 
Tennessee Valley Authority, its earn- 
estness and desire to make a record, a 
warning was sounded as to what a 
“young and ambitious agency” with 
full regional authority could and would 
do to existing Federal activities. It was 
pointed out that TVA was perfectly 
willing to secure codperation with other 
governmental outfits in its territory but 
that it was its own judge of what 
should be given in return. 

Second, the manner in which TVA 
secured the alliance of state and local 
authorities in its area was suggested 
as rather expensive for the Federal 
Treasury. In what was something of a 
final warning, it sounded objections to 
establishing regional authorities, even 
in planning, independent of existing 
departments at Washington. The 
NRC declared that the burden of di- 
recting regional activities and of 
threshing out their reports and recom- 
mendations should not be loaded on an 
“overworked President,” but should 


be cleared through an established ex-’ 


ecutive department. 
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These observations, rather briefly 
sketched from Regional Factors in 
National Planning, National Re. 
sources Committee, 1935, may be sup- 
plemented by reference to the bases it 
suggests for regional jurisdiction. It 
recognized that there were half a 
dozen or more controlling factors in 
prescribing the territorial limits of an 
authority, both as to planning and op- 
erations. The Norris and Mansfield 
bills adopted the drainage basin scheme 
outlining the six regional layouts in 
addition to TVA and the Mississippi 
River Commission. The latter is an 
existing organization under the Army 
Engineers which is left undisturbed so 
far as navigation and flood control in 
the Mississippi itself is concerned. 


ig the Army Engineers hold on 
to what was the heart of the for- 
mer Norris plan to regionalize the 
entire Mississippi valley was quite a 
concession. The Nebraskan has fre- 
quently expressed himself as feeling 
the engineers had not always played 
ball, according to his ideas, when they 
were in charge at Muscle Shoals. 
However, the MRC is hedged in by 
four regional authorities, two on each 
side of the Mississippi and, if the ulti- 
mate aim of the proposed legislation 
should be reached, the Corps of Engi- 
neers would have little or nothing to 
do with any tributary of the Missis- 
sippi. 

It is quite a tribute to the Army En- 
gineers that their activities in the Mis- 
sissippi river, even limited in jurisdic- 
tion as they are, should be left ur- 
touched. The President suggested that 
this course be taken and both bills fol- 
lowed the idea. Tennessee Valley Av- 
thority is the only other existing 
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agency that is so treated and TVA 
would, under the Norris bill, be en- 
larged to include the Cumberland and 
take on added powers and independ- 
ence. 

Under the Mansfield bill, the Presi- 
dent might find it possible to reshuffle 
the personnel problem and separate the 
power operations of TVA from the 
planning and purely social objectives. 
The Federal Power Commission, with 
the Mansfield theory in effect, would 
become the rate-making or reviewing 
authority for TVA as well as for all 
other Federal power operations; but 
Senator Norris would permit each of 
his conservation agencies to exercise 
independent jurisdiction on power. 


wey statutes conferring speci- 
fied duties and responsibilities on 
Federal agencies with respect to activi- 
ties outlined in the regional bills are 
not marked for repeal. Yet, specifi- 
cally and within the discretion of a 
President, not necessarily Mr. Roose- 
velt but possibly a stand-patter or one 
more liberally minded, any public 
works or supervision could be trans- 
ferred to a regional agency. Outside of 
the Mississippi river, all river and har- 
bor, navigation, and flood control work 
could be lifted from the Army Engi- 
neers, the operation of navigation dams 
being the only exception. 


States and localities, accustomed to 
dealing with Federal agencies at 
Washington or their subordinates in 
the field, would be required to treat 
with regional authorities in practically 
all matters affecting land and water 
utilization and conservation of other 
natural resources. In fact the drain- 
age basin territorial jurisdiction in- 
stead of simplifying and expediting 
Federal-state relationships, would pre- 
sent new complications. For instance, 
the boundary lines of three different 
regional authorities would cut through 
nine states. Nineteen other states are 
partly within two regions. 

In some of these twenty-eight states, 
the water, land, and other conserva- 
tion problems are not serious, but 
nearly all at sometimeor another 
would have occasion to deal with one 
or the other of the superauthorities. 

The broad powers sought for the 
new agencies are such that there is 
scarcely any activity affecting water 
or shore usage or touching conserva- 
tion that would not require consulta- 
tion with or an application for ap- 
proval by the appropriate regional 
set-up. 


r the East for instance, Virginia is 
principally in the Atlantic Seaboard 
Authority’s area. TVA holds on to 
the southwestern part of the state, and 


importance of regional planning under proper Federal super- 


q “No question can be legitimately raised about the value and 


vision, codrdinated with state and local activities. For sev- 
eral years that course has been prosecuted fairly successfully 
by the National Resources Board and its successor, the Na- 
tional Resources Committee, headed by Secretary of Interior 
Ickes, as chairman, and composed principally of cabinet 


officers.” 
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the Great Lakes-Ohio Valley Author- 
ity takes over a slice along New river, 
which has its source in North Caro- 
lina. That state is subject to the same 
three regions. 

Colorado in the West presents an 

‘interesting picture. Its territory is ap- 
portioned almost equally among three 
drainage basins. The Southwestern 
Authority takes that part embraced in 
the drainage area of the Colorado; the 
Arkansas outfit would have control of 
the southeastern part of the state, and 
the Missouri valley régime would be 
concerned with Colorado’s northeast- 
ern area. 

Wyoming is also in three regional 
areas. The Snake, a major tributary 
of the Columbia, has its source in west- 
ern Wyoming so that area goes with 
the Columbia Valley Authority. 

It is not difficult to imagine the con- 
tact problem state officials encounter 
in keeping themselves straight with 
one Federal agency, to say nothing of 
three regional set-ups, either ambitious 
to please or concerned with asserting 
their authority. And what of United 
States Senators and Representatives? 
Some of the latter will find their dis- 
tricts in two, perhaps three, Federal 
regions ; for neither state nor congres- 
sional district lines were laid out ac- 
cording to drainage basins. 

But that is not all. Once a regional 
authority makes its recommendations, 
except in certain instances where ple- 
nary powers are given under the Norris 
bill, the subject must go to Washing- 
ton for review, especially if Federal 
funds are needed. The President may’ 
call in his Budget Director, the Na- 
tional Resources Committee, or any 


other agency at the national capital to’ 


assist him and presumably the same 
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procedure that now obtains in securing 
Federal action would be maintained. 
There is no simplification there. 


HE Mansfield bill is not so trust- 

ful of regional set-ups in dealing 
with the states as is Senator Norris, 
who would give a regional authority 
a veto power on interstate water usage 
compacts without reference to Wash- 
ington. Representative Mansfield felt 
the President should have the final say 
on the recommendation of the appro- 
priate authority. Both measures seek 
to relieve Congress of the present re- 
sponsibility with relation to interstate 
compacts. In the East congressional 
approval is generally perfunctory 
when states agree, although the New 
England compact may have hard sled- 
ding because of the Federal power is- 
sue. In the arid West, where water is 
the lifeblood of every state, an inter- 
state compact assumes importance that 
touches economic, agricultural, min- 
eral, and political life as well as hydro- 
electric power. 

No one has gone so far as to specu- 
late on the location of the subcapitals 
where the proposed regional authori- 
ties would have their headquarters. 
The Atlantic Seaboard area, for in- 
stance, extending from Maine to the 
Florida Keys presents an interesting 
problem in this respect. The Army En- 
gineers utilize three division engineers 
and half a score district offices to 
handle the rivers and harbors work in 
this territory, so it is not difficult to 
picture the spread of a new regional 
authority covering this area. 

The Great Lakes-Ohio Valley area 
takes in territory from the Vermont- 
Canadian border southward, and west- 
ward through New York, Pennsyl- 
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Disturbing Effect of Regional Authorities 


“THERE may be no end of the discussion of the constitutionality of what 
the regional authority bills propose to do. But there is one field in which 
the revolutionary measures will have a most disturbing effect ... And 
that is in the existing spheres of Federal operations covering practically 


every phase of public works conservation . . 


. The limit to what may 


be done may be gauged only by the ability of the usually strongly en- 
trenched factors in governmental fields to balk any encroachment on 
their present preserves.” 





vania, Maryland, West Virginia, Ken- 
tucky, Virginia, to the Mississippi. It 
covers all tributaries of the Great 
Lakes and the Ohio, except the Cum- 
berland and Tennessee. Except for 
the Columbia valley in the Northwest, 
relatively compact, the suggested 
western areas cover wide open spaces. 


beta: factors as a rule are com- 
mon to the respective areas so 
far as conservation and flood control 
are concerned. In other respects there 
are conflicts, economic, agricultural, 
political, and of population, urban and 
rural, that present problems of admin- 
istration, codrdination, and codpera- 
tion that are difficult of reconciliation 
under any plan. 

It may be that a President, Mr. 
Roosevelt or his successors, could com- 
mand the services of a planning di- 
rector and a power chief who could 
handle the multitudinous and conflict- 
ing problems that would come up. Per- 
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haps a board of three Yor each region 
could be secured that could do the job 
better than existing agencies, if they 
were properly codrdinated, but the gi- 
gantic character of the task, both from 
the selection of administrators and in 
the performance of their duties, should 
give occasion for pause. 

Space does not permit enumeration 
of the requirements that would be im- 
posed on state and local agencies with 
respect to matters over which the re- 
gional authorities would be given juris- 
diction. Suffice at this point to say 
that there is scarcely an activity of a 
state, county, or municipality, affecting 
water or other conservation subjects, 
that would not require the consent of 
the appropriate superagency. The list 
of nonpublic activities that would be 
affected would be even more lengthy. 
General references to the scope, how- 
ever, serve to call attention to the rev- 
olutionary extent to which it is pro- 
posed to extend Federal jurisdiction, 
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either directly or in an advisory or pa- 
ternalistic capacity. 


~~ is it essential at the mo- 
ment to deal extensively with 
the innovation in judicial procedure 
proposed, for it is in this respect that 
Senator Norris in particular seeks to 
strike at his old “favorites” — the 
power companies. Federal courts 
would be given sole jurisdiction in 
matters affecting the activities of the 
regional authorities. The tribunals 
would be directed to require adequate 
indemnifying bonds to be executed by 
a plantiff covering all possible damages 
in the event of an unfavorable de- 
cision. 

Had the United States Code in- 
cluded a similar provision in recent 
years, the effect on the coffers of power 
companies and possibly other litigants 
would be rather difficult to measure. 
While the judicial procedure sections 
are unusual, they are perhaps no more 
so than the requirement that any per- 
son accepting an appointment to a re- 
gional board shall subscribe in writing 
that he believes in the “feasibility and 
wisdom of the act.” 

Legal questions, together with oth- 
ers that raise constitutional issues in- 
volving infringements on the rights of 
states, Federal powers over nonnavi- 
gable streams, interstate labyrinths of 
varied character, is one for lawyers if 
they can accommodate, with reason- 
able certainty, former interpretations 
of the scope of Federal authority to the 
somewhat changing views of the Su- 
preme Court of the United States. It 
is not for a layman to presume to sug- 


gest that the philosophy of the Norris 
bill, in-its ramifications, infringes on 
established constitutional _ theories, 
whatever they may be, in the light of 
events of the past year. 


| Sac for the Ashwander de- 
cision in the Alabama Power 
stockholders’ case affecting the scope 
of Tennessee Valley Authority as to 
Wilson dam, the Supreme Court has 
not yet reached any of the power activ- 
ities of the New Deal in which Senator 
Norris has had a leading hand in for- 
mulating. The trend of the circuit court 
of appeals for the fifth district in the 
Greenwood county (S. C.) Case, up- 
holding the grant of public works 
funds for the construction of a pub- 
licly owned power plant, has been con- 
sistently in favor of the New Deal two 
to one and, while that does not neces- 
sarily reflect the final outcome in the 
higher tribunal, it is cited for what it 
may be worth as casting a shadow. 

There may be no end of the discus- 
sion of the constitutionality of what 
the regional authority bills propose to 
do. But there is one field in which the 
revolutionary measures will have a 
most disturbing effect. 

And that is in the existing spheres 
of Federal operations covering prac- 
tically every phase of public works con- 
servation, not only of natural resources 
but also of health, life, and the pursuit 
of happiness—certainly the peace of 
mind of the army of Federal officials 
and employees that is acutely disturbed 
by what may happen if Federal conser- 
vation and public works operations are 
“TVA-ized.” 


The concluding article on this subject will appear in the next issue of 
Pustic Utiiities FortNicHTLy. 
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The Danger of a Strike 
That Hits the Public 


Difference between private business 
and business of a public nature 


When disgruntled workers in four cities in Michigan by an unauthor- 

ized strike held up vital public utility service, even so friendly a public 

official as Governor Murphy said that such a strike should never have 
been called and that it must never happen again. 


By TULLY NETTLETON 


\\ J HEN the journeyman tailors’ 
union wants to let the public 
know that Joe Spivack, as an 

employer, is “unfair to organized la- 

bor,” it posts a picket or two with 
sandwich-board signs in front of his 
shop in hope that potential customers 
will go elsewhere for their haberdash- 
ery. Can you imagine similar pickets 
walking up and down in front of the 
electric light office protesting the wage 
policy of your local power company ? 
Perhaps you can, for strikes even of 
public utility company employees have 
burst into the news of recent months. 

But the fact is that picketing the light 

company’s business office would be a 

needless and inconsequential adjunct 

to a public utility strike. And thereby 
hangs a moral as to why a labor union 
faces an entirely different problem of 
public relations in attempting a strike 
in a public service company plant than 
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in similar action against an ordinary 
manufacturing or distributive indus- 
try. 

If workers imply that the employing 
tailor is keeping for himself a dispro- 
portionate share of the price John 
Jones pays for a suit of clothes, Jones 
nevertheless can walk past the picket 
at the door and buy the suit if he cares 
to pay the price. Or if he sympathizes 
with the journeymen and would like 
them to get a better slice of the amount 
he spends, he can walk on down the 
street to another shop and buy a suit 
made under conditions attested by the 
union label. 


uT in the case of a utility strike 
the consumer has no such choice. 

If the labor group is strong enough to 
tie up the generating plant or gas plant 
it has no need to hint to the consumer 
to withhold his patronage. The cus- 
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tomer will be simply unable to get gas 
or electricity from that plant or any 
other. He can’t come down to the cen- 
tral office and carry gas or kilowatts 
home in a bucket nor can he get them 
over any other wires or pipes than those 
the resident company has strung into 
his home. 

Moreover, his dependence on these 
vital utility services is almost unbe- 
lievable until one, by some emergency, 
has gone without it for even a few 
hours. Continuation of that service 
means not only light but also some- 
times cooking fuel, refrigeration, heat 
(through electrically motored oil 
burners), radio reception and power 
for your washing machine, vacuum 
sweeper, clock, or, yes, now your razor. 
If the utility affected were water, 
transportation, or telephone, the dis- 
ruption of modern urban American 
living would be hardly, if at all, less 
severe. 

Consequently when a union calls a 
strike in a utility plant it simply says 
in effect to the consumer, “No soap! 
You'll just have to get along without 
our service until our employer comes 
to terms.” 

The family milk may sour, the 
householder bark his shins in the dark, 
the elevators in office buildings stop 
running, and work in factories cease 
for lack of power. But plain John 
Citizen can do nothing about it. Or 
can he? 


NI” long ago when power was cut 
off in a large part of New York 
city, not by strike or design but by an 
entirely unforeseen breakdown, there 
was political hell to pay—resolutions 
for investigations, and all that sort of 
thing. 
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When disgruntled workers in four 
cities of Michigan tied up service in an 
unauthorized strike last June, John L, 
Lewis of the C. I. O. negotiated far 
into the night with Wendell L. Willkie 
of Commonwealth and Southern to get 
an agreement through which he could 
herd them back to work. Homer Mar- 
tin, president of the United Auto- 
mobile Workers, under which the 
utility union very anomalously was or- 
ganized, denounced the walkout as 
“instigated by stool pigeons for the 
purpose of creating unfavorable public 
opinion against the union.” 

There is no question but that he cor- 
rectly appraised the public effect of the 
tie-up. So friendly a public official as 
Governor Frank Murphy said that 
such a strike “should never have been 
called” and “must never happen 
again.” 

The effect on the innocent by- 
stander is like that of a general strike 
which paralyzes a whole community 
and has never failed to turn the public 
at large against the strikers even if it 
was friendly before. Or like that of a 
truckmen’s strike if it should cut off 
supplies of food and milk. 


Ar against a steel corporation 
involves products sufficiently re- 
moved from immediate general use 
that the public feels no inconvenience 
and may readily sympathize with the 
workers. In the case of a textile strike 
small shopkeepers in the mill towns 
may sometimes favor the employees’ 
side because it promises larger payrolls 
to spend. But in a utility service labor 
leaders recognize that the reaction of 
the public to the pinch would be swift 


_and wrathful. 


What, then, is utility labor to do? 


526 





THE DANGER OF A STRIKE THAT HITS THE PUBLIC 


Are men to be debarred from the 
rights of organization and collective 
bargaining because they have chosen to 
devote themselves to one of those pub- 
lic services which seem particularly in- 
dispensable? Are they to be slaves to 
their jobs at wages and hours over 
which they have no voice simply be- 
cause society cannot spare them the 
time necessary to thrash things out 
with a grasping or stubborn employer ? 

That doesn’t seem fair either. So 
what then? The fact is that the strike 
is not the sole weapon of labor union- 
im. The rights of organization and 
of collective bargaining can exist and 
exist usefully apart from the resort to 
walkouts and picketings. 

Organization can mean the posses- 
sion of a unified, informed, and capa- 
ble representation in presenting the 
case of labor either to employers or to 
the public. Collective bargaining can 
mean negotiation with employers 
through a designated representative 
with resort not to the strike but to some 
sort of more or less enforced arbitra- 
tion as the club in the background. 


A’ a news conference in July re- 
porters asked President Roose- 
velt about the right of employees of 
the Federal government to join labor 
unions. It is all right for them to join 
any union they want to, was in sub- 


stance the President’s reply—as many 
unions as they wish or none at all. But 
to strike? The answer of the Chief 
Executive was positive and unhesitat- 
ing: No. There is no right to strike 
in the public service and the govern- 
ment cannot countenance any such at- 
tempt. 

Is there then a right to strike—not 
in the public service—but in a service 
which has been recognized by the law 
for purposes of business regulation as 
“affected with public interest ?” 

Perhaps it is unnecessary to argue 
whether such a right exists, if labor 
leadership realizes that the exercise of 
such a prerogative would be dangerous 
and unwise policy. Yet even govern- 
ment workers are organized, thou- 
sands of them, and it would be un- 
reasonable to expect, public utility em- 
ployees to forego all the benefits of 
organization. Even the public has no 
right to ask that a certain group of 
workers shall docilely go on serving it 
at an unfair or exploitative wage. 


W ™ are the intermediate possi- 
bilities of union activity between 
mere passive paper organization on one 
side and damaging strikes on the 
other? To go back to the President’s 
press conference for a parallel, Mr. 
Roosevelt described how union spokes- 
men may usefully present to adminis- 


“.. . when a union calls a strike in a utility plant it simply 
Qi: in effect to the consumer, ‘No soap! You'll just have 
to get along without our service until our employer comes 
to terms.’ The family milk may sour, the householder bark 
his shins in the dark, the elevators in office buildings stop 
running, and work in factories cease for lack of power. But 
plain John Citizen can do nothing about it. Or can he?” 
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trative officials certain considerations 
affecting working conditions or wage 
or hour standards where any leeway is 
permitted about these, although annual 
salary rates are generally fixed by act 
of Congress and never by contracts as 
in private industry. Occasionally, it 
is known—though the President 
skirted that point—a representative of 
a union of Federal employees may do 
a bit of effective lobbying. 

Now a union of public utility em- 
ployees can legitimately go farther 
than merely submitting grievances to 
the decision of management. It can 
reasonably request a written contract 
of wages and working conditions and 
the right of negotiating for yearly re- 
newal or revision of this. It can carry 
on public relations work to acquaint 
consumers with conditions in the in- 
dustry the same as do the companies. 


B” if the request for a working 
contract is refused or if the union 
and the company are unable to come to 
an agreement on its terms, is the only 
recourse a strike? Once it might have 
been, but a great deal of labor relations 
machinery has been developed since 
then. There are examples in the United 
States Railway Labor Board Act and 
the British Trades Disputes Act. 

In either of these cases the govern- 
ment does not go so far as to attempt 
to impose compulsory arbitration in 
the sense of enforcing a verdict on 
either party. But it does set up such a 
gantlet of mediatory and investigative 
tribunals to be run that before either a 
strike or a lockout legally can be called 
the public has a chance to get a pretty 
good idea of which party is being the 
more unreasonable and can make rela- 
tively short work of it. 


Even the apparent exception of the 
recent bus drivers’ strike on the Lon- 
don Transport System does not dis. 
prove this thesis for that strike proba- 
bly would not have been called if the 
men had not been sure at the start-that 
public opinion was fairly sympathetic 
and that alternative means of trans- 
portation could prevent really intoler- 
able inconvenience. As it was, the tie- 
up was relatively short. 


N any rate something in the nature 
of compulsory mediation—in 
cases where employees record a prefer- 
ence for collective bargaining—is 
clearly indicated as a result of union- 
ization in the public utility industries, 
It has already come in the case of one 
public utility, the railroads, and will be 
demanded on more localized scale in 
the case of electricity, gas, water, and 
telephone if the experience of Saginaw 
valley in Michigan is oft repeated. 

In fact the legal precedent for sup- 
port of wage regulation has long since 
been set by the United States Supreme 
Court in the case of Wilson v. New, 
sustaining the Adamson Act which im- 
posed the 8-hour day on railroads near 
the close of the World War. Recog- 
nizing that this was essentially wage 
legislation, the court held that labor as 
well as capital in a public service busi- 
ness is affected with a public interest 
giving the government a right to estab- 
lish wages. In that instance direct con- 
gressional action was involved and in 
a direction to increase wages. If the 
power exists to raise wages it is worth 
remarking that the corresponding 
power must also exist to reduce wages 
if circumstances require it. 


= legislative regulation of 


wages, like direct regulation of 
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Government and Indispensable Utility Service 


6c’ I ‘HE American Federation 


Employees, affiliated with the American 
Federation of Labor, declares prominently in its 
constitution, ‘We oppose and will not tolerate 
strikes against governmental authority.’ If this be 
a true criterion of conduct for persons engaged di- 


rectly in the public employ, it must 


a measure to those engaged in furnishing the pub- 


lic with indispensable utilities.” 
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utility rates, would plainly prove un- 
satisfactory because of lack of flexi- 
bility. The wage regulatory power— 
of state legislatures as well as of Con- 
gress—can, of course, be delegated, 
subject to proper limits and standards, 
to boards or commissions. The media- 
tory function of the Railway Labor 
Board has already been mentioned. To 
take a more local example, there is an 
arbitration board, set up by contract 
and without any delegation of state 
power, between the Boston Elevated 
Railway system (a private property 
publicly operated) and the union of its 
operating employees. 

These are probably the patterns of 
what is to come. Arbitration boards 
will likely be set up by state authority 
if labor presses its point to the endan- 
germent of utility service or if utility 
management neglects the claims of 
labor to the point of discontent. 

Though the method represented in 
such boards constitutes probably the 
best practical procedure, even if it is a 
procedure not wholly free from im- 
perfections or drawbacks, successful 
arbitration depends a great deal on the 
human equation, and it is not always 


easy to insulate the proceedings against 
political influence. But assuming the 
fairest kind of an award there would 
still be, then, two public tribunals de- 
termining financial conditions under 
which the public utilities must operate. 
For, of course, electric and gas and 
communication companies in most 
states are regulated as to rates and 
service and sometimes capital invest- 
ment by state commissions. 


it is conceivable that the wages which 

an arbitrator would consider fair 
would add materially to the operating 
expenses above which the state regu- 
latory commission is obliged to permit 
the utility to earn a reasonable return. 
The commission has some authority 
over the reasonableness of other items 
included in operating expense, as it has 
over rates of interest paid or of depre- 
ciation charged, but here would be one 
of the largest items set by another au- 
thority. 

If the payroll costs which seemed 
reasonable to the arbitral board should 
appear distinctly unreasonable to the 
regulatory commission, would the lat- 
ter nevertheless be obliged to accept 
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the situation and make its rates for 
the consumer accordingly? Wage 
awards on the Boston transit system, 
mentioned above, have even added to 
the deficit which taxpayers have had 
to make up in order to keep the 
guaranty to stockholders. 

In Indianapolis, by an entirely un- 
official agreement so far as any statu- 
tory recognition is concerned, the 
street railway company and its em- 
ployees invoke as wage and hour um- 
pires the same individuals who consti- 
tute the state public service commission 
but not in their official capacity. 


- other instances the possible an- 
tagonizing of organized labor by a 
state public service commission is 
exemplified by a ruling of the South 
Carolina Public Service Commission 
in 1933 which ordered the Broad River 
Power Company to reduce its scale of 
wages and salaries, observing that 
these had not come down as had other 
earnings in the community during the 
preceding two years. 

Possibly for the sake of unified 
policy and control, some states might 
designate their present public service 
commissions as the agencies for estab- 
lishing utility wages as well as utility 
rates in event of a failure of concilia- 
tory processes to obtain a labor agree- 
ment and in event of a threat of a 
strike. This probably would not be 
very welcome to labor, for although 
the essence of arbitration is the pres- 
ence of an impartial representative of 
the public, the state regulatory com- 
mission is considered usually to repre- 
sent the public not merely in the dis- 
interested rdle of bystander but at least 
partly in the very interested rdle of 
consumer. 
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Nevertheless, the commission is an 
agency of the public; and if the public 
can properly say to capital that when 
invested in a protected public service 
monopoly it must be subject to a regu- 
lated return, then surely the public can 
say to labor in the relatively sheltered 
employment of public service corpo- 
rations that it must be subject to some 
regulation of the right to strike. 


iy is true that upon a public utility 
corporation rests the responsibility 
of maintaining uninterrupted service, 
and this contemplates that the treat- 
ment of utility employees should al- 
ways be such as to deserve their un- 
failing loyalty. At the same time the 
importance of utility service to the 
public is such that society cannot brook 
the cessation of that service as an in- 
strument of industrial warfare. 

An analyst of the so-called “new 
technique of revolution,” as illustrated 
in the seizure of dictatorial authcrity 
in Russia and Italy, came to the con- 
clusion that utility plants, controlling 
water, electricity, and communication, 
were more important nerve centers to 
be occupied in bringing a nation to its 
knees than the ordinary military objec- 
tives such as government buildings. 
In event of a labor movement with 
strongly political aspirations the pub- 
lic might be even more concerned than 
ever about public utility strikes. 

One thesis of Harry Bridges, radical 
marine workers’ and longshoremen’s 
leader (now a prominent C. I. O. lieu- 
tenant), is understood to be that if all 
transportation workers of whatever 
kind can be welded into a compact, uni- 
fied-acting body they can practically 
impose their terms on the rest of the 


nation. This might be true for a time, 
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It might be even more within the power 
of a nation-wide utility workers’ union 
to paralyze momentarily national ac- 
tivity. Mr. Bridges’ recent activity in 
organizing construction workers at 
Grand Coulee dam suggests such an 
extension of his original theory. But 
the repercussions from such an attempt 
would surely be terrific and the public 
would be found not without political 
and other means of defending itself. 


SITUATION of mutual embarrass- 
A ment has been growing up for 
adherents of government ownership in 
utilities and devotees of aggressive 
labor organization, many of whom 
formerly cherished both loyalties in 
the same breast. The contest was 
brought directly home when repre- 
sentatives of the United Electrical and 
Radio Workers, affiliated with the C. 
I.0., recently signed up a large number 
of members among operating em- 
ployees of the Tennessee Valley Au- 
thority. These were mostly not civil 
service workers, yet their organization 
raises several questions. 

In working for TVA are they work- 
ing for the government or not? If the 
TVA is merely another power corpo- 
ration, is there a right to strike against 
it if necessary? And is it consistent 
with the dignity of a quasi govern- 


mental agency to bargain with unions 
of its employees and make contracts on 
wages and working conditions? Simi- 
lar questions on a local scale may be 
foreseen if they have not been encoun- 
tered—and perhaps in some instances 
solved—in municipally owned utilities. 

But the point to be remembered is 
that labor may not always find govern- 
ment an agreeable taskmaster, and 
recognition of this fact has already 
tempered labor enthusiasm for public 
ownership under some circumstances. 
Organized labor, for instance, drew 
back suddenly from the Plumb plan for 
government operation of the railroads 
after the war when it occurred to some- 
one that a striking engineman might be 
indicted for treason or kept in his cab 
at the point of a bayonet. 


£ pow position of labor under exten- 
sive government ownership may 
swing in either of two directions. 
Under an authoritarian government 
as in Germany, free union organization 
may be blotted out and wages and hours 
and working conditions be imposed 
simply by official edict. Under a weak 
democratic government, as in France, 
the number of government function- 
aries may become so large that by con- 
certed political influence they can mulct 
the National Treasury, and the result is 


“AT a news conference in July reporters asked President 
Roosevelt about the right of employees of the Federal gov- 
ernment to join labor unions. It ts all right for them to join 
any union they want to, was in substance the President’s 
reply—as many unions as they wish or none at all. But to 
strike? The answer of the Chief Executive was positive and 
unhesitating: No. There is no right to strike in the public 
service and the government cannot countenance any such 


attempt.” 
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high costs and poor service for every- 
one. 

Will labor sentiment and official or 
political sentiment in the United States 
be able to steer a more restrained and 
judicious middle course than either of 
these? With temperateness and cool- 
headedness it should be possible, 
whether the employer is a govern- 
mental corporation or a private one 
performing a public service. 

The American Federation of Gov- 
ernment Employees, affiliated with the 
American Federation of Labor, de- 
clares prominently in its constitution, 


“We oppose and will not tolerate 
strikes against governmental authori- 
ty.” If this be a true criterion of con- 
duct for persons engaged directly in the 
public employ, it must be applicable in a 
measure to those engaged in furnish- 
ing the public with indispensable utili- 
ties. Hence both labor unions and 
utility corporations will do well to ac- 
knowledge and accept the responsi- 
bility of arriving at and maintaining 
fair working conditions by entirely 
peaceful and reasonable means, assur- 
ing an uninterrupted flow of service 
during negotiation and adjustment. 





The Electric Industry As a Coal Consumer 


T is obvious . . . to any student of the electric industry that 
there is a necessary and economical relationship between the 
generation of electricity by water power and by fuels, which 
has been maintained over a long period of years and is not likely 
to be greatly disturbed by the passage of this or any other legis- 
lation. It 1s significant that, over a period of twenty years, 
beginning with 1917, the electrical industry has gradually in- 
creased its share of the consumption of coal from 6-1/10 per 
cent of the total coal consumed in the United States in 1917 to a 
maximum of 9-9/10 per cent reached in 1936. This expansion 
in the use of coal has occurred in spite of the very large improve- 
ments that have been made in the efficiency of steam plants dur- 
ing that period, from approximately 3 pounds of coal per kilo- 
watt hour in 1917 to less than 1.5 pounds in 1936. These figures 
indicate that the electric industry has been, and in all probability 
will continue to be, a dependable consumer of bituminous coal 
for years to come. 
—Crype L. Seavey, 
Vice Chairman, Federal Power Commission. 
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Speaking of Holding Companies 


Uncle Sam, the biggest operator of all, now con- 
trols the economic destinies of a considerable 
portion of American business. 


By CHARLES MORRIS MILLS 


opAY, the assets of corporations 
held directly or indirectly by the 


Federal government amount to 
more that $22,000,000,000. While the 
debate ran high during recent years 
about the functions, rights, preroga- 
tives, and limitations of holding com- 
panies, Washington itself was carrying 
on the most widespread activities of 
this character. In the old days, the 
emphasis used to be placed wholly upon 
the government investigation of busi- 
ness. Now, the surprising fact is that 
the Federal government is not only in 
business but has not followed the same 
rules and regulations applied to private 
enterprise. The attack upon holding 
companies especially in the public util- 
ity field has been carried along on one 
side; the creation of vast government 
holding corporations has occurred on 
the other. The left hand has not known 
what the right hand has been doing. 

During the present administration, 
there has been depicted the pyramiding 
of operating companies under the 
domination of an over-all financial or- 
ganization usually known as a holding 
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company, especially in the public utility 
field. Taking one or two examples of 
highly technical and involved financing 
which unquestionably portrayed fla- 
grant violations of common honesty 
and protection to stockholders, the pub- 
lic has been gradually led to believe that 
all holding companies were crooked 
and mismanaged. The Public Utility 
Act of 1935 was one result of this agi- 
tation. A holding company was de- 
scribed usually as an octopus squeezing 
the life-blood out of the assets and re- 
sources of subordinate companies. It 
was merely an instrument of power in- 
vented for the benefit of a few execu- 
tive-pirates. Therefore, the public in- 
ferred that the holding companies must 
go—all were bad—even though 90 per 
cent of them might be performing per- 
fectly useful and honest functions. 
The worst part of the present situa- 
tion is the fact that the money for these 
government enterprises is being si- 
phoned off from areas of control and 
regulation through questionable meth- 
ods. Taxpayers’ money by the billions 
is being turned over to the Treasury, 
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which we will term A; then is assigned 
to a regular major department or sub- 
department known as B; and finally 
passed along to a corporation, com- 
pletely outside Federal control, known 
as C. The play is like a football game. 
A, who may be the quarter back re- 
ceives the ball (or the Treasury ap- 
propriation), turns in a half-spinner 
and gives it to B (the government de- 
partment), who, after faking an end 
run, forward passes the ball to C (the 
corporation). The only difference is 
that in the football game C is under 
the same rules as the rest of the play- 
ers, while in government operations the 
C player or outside corporation is 
largely if not wholly immune from 
Federal regulation. 


Fo the first 115 years of our na- 
tional existence, the government 
usually fought shy of engaging in 
business and became a holding corpora- 
tion only in limited measure. During 
the New Deal forty-two new corpora- 
tions have been established, and the fi- 
nance, control, and function of several 
other organizations have been changed 
toward corporate form. Today, Uncle 
Sam is not only engaged in banking 
and its multitudinous forms, but in the 
production of sugar and rum, railroad 
and international and domestic steam- 
ship operation, housing, of not only 
rural, but urban and suburban, people, 
production of spruce, and sales of 
manufactures by prison labor. In ad- 
dition to these business corporations, 
there are eight eleemosynary institu- 
tions in the nation under Federal con- 
trol. These are nonprofit, nonstock 
corporations managed by a board of 


trustees usually selected by the Presi- » 


dent, and approved by the Senate. 
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In 1781, the Bank of North Ameri- 
ca was chartered by the Congress of 
the Confederation. Later about one- 
fifth of the stock of both the First and 
Second Banks of the United States was 
held by the United States government. 
Throughout the next. hundred years 
the Federal government seldom re- 
sorted to the corporate device as a 
means of carrying on its business 
activities. Some eleemosynary insti- 
tutions were run on this basis; like 
the Smithsonian Institute, The Freed- 
man’s Hospital, St. Elizabeth’s Hos- 
pital, and Howard University. Not 
until 1904 did the Federal govern- 
ment enter its now widely established 
role as a holding company to engage 
in commerce. In that year, our gov- 
ernment bought the stock of the 
Panama railroad incidental to the 
future operation of the canal. In 1913, 
the Federal Reserve Board was set up 
with its twelve regional banks, but 
these operated without stock control, 
which is entirely different from the 
situation today, when there is central- 
ized domination of our banking 
policies. Then in 1916 came the Fed- 
eral Land System with twelve regional 
banks, each of which the Federal gov- 
ernment controlled through - stock 
ownership. These banks performed a 
most useful function not carried on by 
any other activities of the government. 
We may say, therefore, that the gov- 
ernment, prior to the World War, had 
entered the role of a holding corpora- 
tion in a most limited way. 


Baron exigencies of the World War 
forced the government to wide- 
spread use of the corporate device. The 
more prominent corporations included 
the Emergency Fleet Corporation, 
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United States Grain Corporation, War 
Finance Corporation, United States 
Housing Corporation, United States 
Sugar Equalization Board, United 
State Spruce Production Corporation, 
and the War Trade Board of the Rus- 
sian Bureau. These were created in 
several different ways—the War Fi- 
nance Corporation was established di- 
rectly by the Federal government, 
while others took state charters like 
sugar and other corporations set up 
under Delaware laws, and the Spruce 
Production Corporation in the state of 
Washington. Some of these agencies, 
still in the process of liquidation nine- 
teen years after the war, are a living 
example of the longevity of govern- 
ment boards. Others, like the Emer- 
gency Fleet Corporation, have been 
absorbed into other parts of the gov- 
ernment. 

From the close of the World War 
until the advent of the present adminis- 
tration, there were few new corpora- 
tions established by the government. 
There were 12 intermediate credit 
banks founded in 1923. The Inland 
Waterways Corporation was set up in 
1924 as a gathering company for va- 
rious war-time agencies, and in 1932 
the Reconstruction Finance Corpora- 
tion was created. The latter at that 
time, however, was purely a loan in- 
stitution, and the government did not 
purchase its stock—an entirely differ- 


ent corporation from the stock-con- 
trolled agency of today. 


URING the era of the New Deal, 
in addition to the government 
corporations actually created, others 
had their functions shifted from a non- 
government to a government basis, 
such as the control of the Federal Re- 
serve system. Some corporations were 
established directly by an Act of Con- 
gress, like the Home Owners’ Loan 
Corporation and the Federal Deposit 
Insurance Corporation. Others were 
set up under various state laws in a 
fairly clean-cut manner like the Com- 
modity Credit Corporation. Others 
sprang into being without any known 
authorization by Congress, like the 
Public Works Housing Corporation 
and the Public Works Emergency 
Leasing Corporation chartered under 
the broad wings of the state of Dela- 
ware. The Comptroller General de- 
clared the latter agency was illegally 
established. Of the 42 corporations 
controlled by Uncle Sam, 30 are under 
Federal statute, 4 in the District of 
Columbia, 5 in Delaware, one each in 
Maryland, Tennessee, and the Virgin 
Islands. Four corporations have sur- 
rendered their charters. 
The corporations may be grouped 
as follows: 


Reconstruction Finance Corporation 
and its subsidiaries. 


ernment usually fought shy of engaging in business and 


q “For the first 115 years of our national existence, the gov- 


became a holding corporation only in limited measure. 
During the New Deal forty-two new corporations have 
been established, and the finance, control, and function of 
several other organizations have been changed toward cor- 
porate form.” 
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Federal Home Loan Bank Board Sys- 
tem 

Farm Credit Administration 

Federal Reserve System 

Tennessee Valley Authority 

Public Works Emergency Housing 
Corporation and Public Works 
Emergency Leasing Corporation 
(under PWA and both liquidated ) 

Transportation: The Panama Rail- 
road, The Inland Waterways Cor- 
poration, and the Merchant Fleet 
Corporation. 


In addition, all of the following 
have been created since the advent of 
the New Deal: 


Federal Deposit Insurance Corpora- 
tion 

Federal Subsidence Homesteads Cor- 
poration (in liquidation) 

Federal Surplus Commodities Cor- 
poration 

Virgin Islands Company 

Federal Prison Industries, Incorpor- 
ated. 


HE total assets of corporations 

wholly controlled by the United 
States are more than $8,000,000,000, 
and more than $14,000,000,000 in cor- 
porations over which the United States 
exercises principal control. In addi- 
tion to the corporations already dis- 
cussed, Uncle Sam has participation 
and control in more than 7,000 cor- 
porations. The RFC has investments 
in 5,671 banks and trust companies, 
and the RFC and PWA have author- 
ized 21,784 loans to borrowers. 

These include almost every form of 
loan imaginable, including among 
others, railroads (72), insurance com- 
panies (132), fisheries, live-stock 
breeders, mining corporations. The 
Treasury and HOLC have participated 
financially in 750 Federal Savings and 
Loan Associations and the HOLC in 
37 state-chartered savings and loan as- 


OCT. 28, 1937 


sociations. The Production Credit 
Corporation has holdings in 550 asso- 
ciations. The RFC has many loans to 
newspapers and thus indirectly some 
control over the freedom of the press, 

Federal corporations include those 
organized to execute some operating 
service, such as the Tennessee Valley 
Authority and the Reconstruction Fi- 
nance Corporaticn which are fully 
financed by the government; or those 
supported jointly by public and private 
means, such as the Federal Savings 
and Loan Associations. 


HERE is no comparison possible 

between the ordinary corporation 
with the hybrid controlled by the gov- 
ernment. Stocks and bonds mean one 
thing in a private enterprise and some- 
thing entirely different in a hothouse 
government corporation. All stock, 
for example, of the RFC was sub- 
scribed by the Treasury and raised 
through the flotation of goverhinent 
bonds. The RFC, in turn, has floated 
debentures to the tune of more than 
$4,000,000,000 guaranteed by the 
United States as to both principal and 
interest. All but $225,000,000 of these 
debentures are held in the Treasury. 
The directors of the corporation are 
chosen by the President with the ad- 
vice and consent of the Senate. The 
stock is nonvoting and nondividend 
paying. 

Or take the Federal Deposit Insur- 
ance Corporation which is managed 
by a directorate of three. The Treas- 
ury subscribed $150,000,000 and the 
Federal Reserve banks one-half of 
their surplus. The stock is “non” 
everything — nonvoting, noninterest 


bearing, and has no par value. Insured 


banks pay premiums to the FDIC. In 
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The Federal Superholding Company 


“.. . the Federal government has become a vast superholding com- 

pany with numerous major subsidiary holding corporations. 

Through various devices Uncle Sam controls the economic destinies 

of a considerable portion of American business. There can be no 

restoration to normal prosperity, to orderly processes of law and 

order, to a balanced budget, as long as uncontrolled government 
companies continue to expand.” 





reality, the financing of hothouse 
corporations is mysteriously simple. 
Note the following from §4, Home 
Owners’ Act of 1933: 


In order to enable the Secretary of the 
Treasury to make such payments (for the 
stock of the HOLC) when called, the Re- 
construction Finance Corporation is author- 
ized and directed to allocate and make avail- 
able to the Secretary of the Treasury the 
sum of $200,000,000, or so much thereof as 
may be necessary, and for such purpose the 
amount of notes, bonds, and debentures, or 
other such obligations which the RFC is 
authorized and empowered under §9 of the 
RFC Act, as amended, to have outstanding 
at any one time, is hereby increased by such 
amounts as may be necessary. 


Which means the RFC is authorized 
to loan the Secretary of the Treasury 
money which must be raised in the 
open market by borrowing. 


EB Tennessee Valley Authority 

also offers a fertile field. Its type 
of organization closely follows that of 
an eleemosynary institution, but its 
functions are like those of a municipal 
corporation. 
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In some instances, these organiza- 
tions perform exactly the same func- 
tions as do other agencies already 
established in the government. The 
RFC carries on work similar to the 
PWA and the Rural Electrification 
Administration. 

Why then have such fungus 
growths come into being? The an- 
swer is easy: The present administra- 
tion has used the corporate device to 
escape the laws enacted by Congress 
for an honest and efficient government. 
The corporations once established are 
subject only to regulation by statute 
and without control by Congress. 
Once capital stock is voted and credit 
pledged by the United States, the re- 
straining influence of the United 
States vanishes. Income is usually 
retained by the corporations and not 
turned back to the Treasury. As long 
as the capital exists there is no need 
to come before Congress for annual 
appropriations. Thus, there is an 
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escape from the barrage of criticism 
usually accompanying appropriation 
hearings or on the floor of Congress. 

By the same token, government 
corporations are usually free from the 
administrative control exercised by the 
Bureau of the Budget. Some agencies, 
however, are subject to review as far 
as administrative expenses are con- 
cerned under executive orders (Au- 
gust 5, 1935, No. 7126 and August 
19, 1935, No. 7160). The accounts 
are not subject to normal auditing 
methods. It is true that the executive 
order of January 3, 1934, No. 6549, 
calls for an audit by the Comptroller 
General, but this does not grant power 
to disallow expenditure as in the case 
of regular departments of the govern- 
ment. Nor can the Comptroller Gen- 
eral prevent RFC and FERA from 
granting money to enterprises such as 
the Rural Rehabilitation Corporations 
which are financed through state 
emergency relief administrations. In 
1935, when Mr. Harry Hopkins re- 
quested that the rehabilitation com- 
panies turn over their assets to the 
Resettlement Administration, there 
were refusals in some states, pointing 
to evidence of mismanagement. 


g™ further the corporate device 
enables the selection of personnel 
apart from Civil Service regulations. 
In this way, vast political machines 
can be set up which use taxpayers’ 
money without restriction. In similar 


fashion, these corporations are free 
from regulations covering purchases 
and contracts. Further, by reason of 
charter under state laws, these corpo- 
rations are assured of a permanent 
existence, even though the statute 
under whose authority they were 
created may have expired. This can 
be aptly illustrated by the U. S. Hous- 
ing Corporation and the U. S. Spruce 
Production Corporation which were 
created during the war but still live 
onward. Or take the proposed pro- 
gram of rural electrification which 
was created temporarily by the Presi- 
dent on May 11, 1935. The plans for 
the next ten years call for the expendi- 
ture of $410,000,000, all of which is 
proposed to be returned to the U. S. 
Treasury. 

Legally, these agencies are like 
other government bodies in being tax- 
free, but differ in the fact that they 
are subject to suit on practically the 
same ground as privately owned 
corporations. 

Thus, the Federal government has 
become a vast superholding company 
with numerous major subsidiary hold- 
ing corporations. Through various 
devices Uncle Sam controls the eco- 
nomic destinies of a considerable por- 
tion of American business. There can 
be no restoration to normal prosperity, 
to orderly processes of law and order, 
to a balanced budget, as long as uncon- 
trolled government companies con- 
tinue to expand. 





Believe It or Not, He Was Waiting 
for a Street Car! 
T was an icy day and with grinding brakes the street car had passed 
over a stray cat, extinguishing all, of its nine lives. “Was the cat on 


the track?” demanded a suspicious old lady of the motorman. “No, 
madam,” was the reply, “we chased him up the alley and nailed him.” 
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Keeping Up with 
Uncle Sam 


By FRANCIS X. WELCH 


ELL, the Supreme Court opened up 
business at its new stand on Octo- 
ber 4th with a sharp docket increase. 
Docket cases stood at approximately 477 
cases—more than 50 over the opening 
date last year. The stock market may be 
off and the general business picture some- 
what foggy, but business certainly seems 
to be picking up with the high bench. 
Despite all this, however, things still look 
pretty Black around the Supreme Court. 
The high judges are rather nervous 
and somewhat annoyed about the spot- 
light which the Black controversy has 
focused upon their gleaming white mar- 
bletemple. It was uncomfortable enough 
when the court was in the process of 
considering all the important New Deal 
test cases. With the bulk of these out of 
the way, the older members looked for- 
ward with relish to a resumption of that 
dignified semi-oblivion that has generally 
surrounded the work of the court in past 
years. 

Supreme Court justices, in other 
words, are not used to having newspaper 
photographers jump out from behind 
every pillar and post to pop flash bulbs in 
their faces. They do not like to have 
every word they say, every step they take, 
indeed every bit of food they put in their 
mouths scrutinized by the bloodhounds 
of the press. 

The Black incident has revived this un- 
welcome glare of publicity. The spot- 
light, of course, will be centered on Jus- 
tice Black, but the rest of the bench will 
squirm in the background. Every written 
opinion, every question from the bench, 
every smile, frown, or trifling incident 
will be picked up and examined to see if 
ithas a Black angle. Small wonder that 
court attachés are complaining about 
some of the justices being grumpy. 
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or the utilities, this year’s business of 

the Supreme Court, ending next 
June, may well turn out to be more criti- 
cal than any season so far. It all depends 
on whether the Electric Bond & Share 
Case (testing the Holding Company Act) 
and the suit of the 19 utility companies 
against the TVA reach the high court 
for argument before the deadline next 
spring. At this writing it would seem 
that the holding company case has a little 
better than even chance to make the 
grade, while the TVA test case has prob- 
ably a little less than even chance of mak- 
ing such progress, 

Although both of these cases are 
about at an equal appellate stage (both 
being now before courts from which ap- 
peal may be made directly to the Supreme 
Court), there is a sharp difference in the 
mechanical work involved in the two 
cases. Federal District Judge Mack so re- 
stricted the issues in the holding company 
case that there is little for the U. S. Cir- 
cuit Court to do but approve or disap- 
prove Judge Mack’s opinion to the gen- 
eral effect that the nonregistering Electric 
Bond & Share Company was crying be- 
fore it was hurt. The statutory 3-judge 
court in Chattanooga, however, must pass 
anew upon the merits of the multiple suits 
against TVA operations, and from this 
vantage point it looks like a rather com- 
plicated trial. 

Aside from the holding company and 
TVA cases, the judicial year 1937-38 
should be an important one to the utility 
industries. First of all, there remains to 
be disposed of the rehearing surprisingly 
granted by the court on October 11th on 
the 4-4 tie by which the court, last June, 
disapproved the California commission’s 
habit of fixing gas rates based on original 
cost. With Van Devanter supplanted by 
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Black the Washington observers scent 
a possible victory for original cost after 
all these years. 

Next there are the two companion 
cases involving the validity of PWA 
financing of local electric plants. The 
Alabama Power Company and the Duke 
Power Company are the two complain- 
ants against some municipal power plants 
in Alabama and a hydro dam in Green- 
wood county, S. C., respectively. If the 
government wins these suits (and the 
odds are now in that direction), over 
50 PWA power plant projects, all over 
the country, will be released from in- 
junctions now tying up construction. 
The recent curtailment of PWA activity, 
however, indicates that no new flood of 
such local projects would result from 
the government’s victory. 

There are also several cases of lesser 
importance involving utility regulation 
now on the court’s docket. In one in- 
stance (No. 90), a state commission ob- 
jects to a lower court’s decision that a 
trial court should have taken judicial 
notice of a rising trend in prices. In two 
other cases (No. 109 and No. 207) the 
power of cities in Michigan and Ohio, 
respectively, to fix utility rates is being 
challenged. 

Two more cases (No. 13 and No. 313) 
relate to orders of the Texas commission 
in fixing natural gas rates: In one in- 
stance rates for domestic gas service are 
involved ; in the other, rates for whole- 
sale gas service. 

Lower Federal courts also have pend- 
ing several utility cases of more than 
passing importance, other than the hold- 
ing company and TVA cases. There is 
the suit by the Federal Power Commis- 
sion against the Appalachian Electric 
Power Company involving the FPC’s 
authority to license a hydroelectric proj- 
ect on the nonnavigable New river in 
Virginia because of its alleged effect upon 
the navigability of the Kanawha river. 
This case is still in the district court. 

Then there is the suit by the United 
States (on behalf of the Secretary of In- 
terior) to restrain the city of San Fran- 
cisco from disposing of Hetch Hetchy 
power to a private utility in alleged viola- 
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tion of the Federal Raker Act. Victory 
for the government in this one might well 
force San Francisco into the power dis- 
tribution business. This case, likewise, 
is still in the district court. 

Finally, there is before the U. S. Cir. 
cuit Court in Philadelphia a suit by the 
subsidiaries of the Associated Gas & 
Electric System challenging the right of 
the Federal Power Commission to inves- 
tigate certain intercorporate financial 
transactions between Pennsylvania affilj- 
ates of that system. 


PEAKING of the recent demise of 
PWA financing for municipal pub- 
lic works, the National Resources Com- 


‘mittee’s report on Urbanism released 


last month contains much food for 
thought for those who like to think of 
such broad whither-are-we-drifting top- 
ics as utility regulation and public own- 
ership. The NRC report, among other 
recommendations about utility service 
(including public ownership for trans- 
portation and electric utilities) , isin favor 
of a permanent Federal credit agency to 
make loans and grants to “chronically 
depressed” communities for desirable 
public works, including the “acqiusition 
or construction of public utilities.” 

The PWA, it will be recalled, only 
loaned or granted money for construction 
of new public projects—never for the 
acquisition of ones already built. The 
idea was to make jobs. Furthermore, 
PWA grants were restricted to the actual 
labor factor involved. Finally, PWA ac- 
tivities were entirely covered under the 
heading of emergency. So it will be seen 
that this new permanent “credit agency” 
idea in the NRC report is going much 
farther than PWA ever did. 

The regulatory implications of the 
Urbanism report are almost too unique, 
especially with respect to those metro- 
politan areas which “defy state lines.” 
The general idea seems to be an omelette 
made out of state compacts, Federal con- 
trol, and municipal merger. It’s a safe 
bet, however, that when this dish comes 
out of the legislative oven (if it ever 


er it won’t taste very good to the state 


regulatory commissions, 
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Financial News 


and 
Comment 


By OWEN ELY 


New Offerings Successful despite 
Bad Markets 


ECENT issues of utility bonds, of- 

fered “on schedule” despite erratic 
market conditions, were reported quite 
successful, which has encouraged fur- 
ther registrations with the SEC to con- 
form with previous plans. 

The fortnight ended October 9th in- 
cluded three important issues: $8,500,- 
000 Ohio Edison first 4s of 1967 at 1003, 
$48,364,000 Central New York Power 
general 32s of 1962 at 99, and $18,000,- 
000 Idaho Power Company first 3$s of 
1967 at 984. The latter issue, offered on 
a day following a sharp break in stocks, 
according to The Times, “found an 
eager investment public, with insurance 
companies, especially those in New Eng- 
land, heavy bidders for allotments.” 

Forthcoming October financing, ac- 
cording to the SEC calendar, includes 
the following: $13,000,000 North Bos- 
ton Lighting Properties 3} per cent 
notes of 1947 ; $80,000,000 Consolidated 
Edison debentures (half maturing in 
1952 and half in 1962) ; $6,000,000 St. 
Joseph Railway Light, Heat & Power 
first 4s of 1947 and $2,000,000 3 to 4 per 
cent notes; $57,000,000 Appalachian 
Electric Power first 33s of 1967 and 
$10,000,000 debenture 4s of 1952; $1,- 
000,000 Kansas Pipe Line & Gas first 
“A” 5s of 1952, and $1,000,000 Green- 
wich Gas first 4s of 1956. (The two lat- 
ter issues have been “held over” and 
have no definite offering dates.) About 
one-quarter of the huge Consolidated 
Edison issue will be “earmarked” to re- 
imburse the company for capital ex- 
penditures. 

High grade utility bonds, while gen- 
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classes of securities. 
Journal comments as follows: 


erally lower than last spring, have held 
up very well as compared with other 
The Wall Street 


While dealers are encouraged by the re- 
ception given issues which buyers regard as 
reasonably priced they have few illusions 
that, as one banker expressed it, the old 
days of 34s at 105 will return... . 

Typical of the price difference which 
exists now compared with mid-February 
when Treasury bills last sold at as low a 
rate as they did (October 4th) are the fol- 
lowing corporate bond quotations, with 
February 16th and current prices indicated : 

A. T. & T. 3%s"* 

Ohio Edison 3%s 

Union Oil 3%s 

Consumers Power 3%s 

Great Northern 34s 

Koppers Co. 4s 


The relative stability of prime corporate 
issues in the recent market unsettlement has 
been the most impressive factor in the pic- 
ture. Time and again when other bonds 
were selling off as much as several points, 
top-flight corporates, like Treasuries, gave 
ground only in fractions or else remained at 
their old levels. This was largely because 
bonds of this type, held mainly in the port- 
folios of institutions, were not pressed for 
sale as were convertibles and lower grade 
corporates of other type. 


> 


Commonwealth Edison Plans 
Conversion Feature for 


New Bonds 


Efe far in their refunding pro- 
grams the utility companies have 
made little use of the conversion privi- 
lege to “sweeten” their offerings. The 
first important convertible issue of re- 
cent years is contemplated by Common- 
wealth Edison in its plan for eliminating 
the funded debt, preferred stock, and 
minority interest of three subsidiaries. 
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The company expects to issue about 
$85,729,000 convertible debentures, to 
be offered first to stockholders. They 
will be convertible at a price of $25 a 
share. The stock closed at $27.25. the 
day before the announcement was made 
and subsequently declined to 254. The 
offering will not be made until after the 
plan for exchanging the company’s stock 
for shares of the three subsidiaries has 
been completed, and that will be Novem- 
ber 15th at the earliest. 

Fortunately Commonwealth Edison 
is not listed on the New York Stock 
Exchange. The exchange requires that 
subscription books on new securities of- 
fered existing security holders shall re- 
main open at least twenty days, which 
makes the underwriting of such offer- 
ings rather precarious during periods of 
drastic decline such as recently en- 
countered. Thus the underwriters’ ex- 
perience with the recent Bethlehem Steel 
convertible debentures was not encour- 
aging. It has not been indicated as yet, 
however, that Commonwealth will have 
its offering underwritten. However, 
even if there is some further decline in 
the price of the common stock, the con- 
version privilege would doubtless re- 
main attractive. 

A number of railroad and industrial 
convertible issues have appeared this 
year, including those of New York Cen- 
tral, Pennsylvania, Allis-Chalmers, etc. 
The device may be used more widely by 
utility companies when “new capital” 
financing is sought on a larger scale— 
possibly in 1938, 


a 


SEC to Push “Death Sentence” 
after January Ist 


CG Roy Smith, now in charge of the 
e Securities and Exchange Commis- 
sion’s utilities division, has disclosed 
that he is already preparing rules for 
enforcement of the “death sentence.” 
While this section of the Public Utility 
Holding Company Act, which directs 
the commission to simplify holding com- 
pany systems, goes into effect January 
lst, Mr. Smith has indicated that there 


may be a delay due to the constitution. 
ality test now pending in the Circuit 
Court of Appeals. 

The SEC recently issued additional 
rulings detailing certain interpretation 
of the act. Companies subject to the 
jurisdiction of the Interstate Commerce 
Commission were granted certain ex- 
emptions, and various types of exempt 
security transactions were defined. 


¥ 


Interborough-Manhattan 
“Feud” to End? 


ayork LaGuardia has _ requested 
Comptroller Taylor to start pro- 
ceedings designed to give New York 
city title, through foreclosure of tax 
liens, to the property of the Manhattan 
Railway Company. Taxes and accrued 
interest totaled $6,985,595 as of October 
1, 1937. The comptroller has indicated 
that he would consult with city law of- 
ficers before proceeding. Charles Frank- 
lin, counsel for the Manhattan Railway 
Company, suggested that the city’s 
move would be fought in the courts if 
necessary. He declared that payment of 
taxes would have involved defatlt on 
Manhattan first mortgage bonds, re- 
sulting in loss of control by the Inter- 
borough and end of the joint 5-cent 
fare. He also stated that the back taxes 
were far less than the amount due the 
Manhattan from the city in connection 
with condemnation awards for demoli- 
tion of certain elevated structures. 
Ernest J. Bigelow, who recently or- 
ganized a proxy committee for reorgan- 
ization of the Interborough Rapid 
Transit Company, has been elected 
chairman of the board, replacing Frank 
Hedley, who continues as president and 
general manager. Eight other members 
of the Bigelow group were placed on 
the directorate, which will now endeavor 
to end the “feud” with the Manhattan 
Railway Company and wind up the re- 
ceivership. However, the new set-up 
must be approved by formal vote of the 
stockholders October 22nd. At present 
the new group controls about 130,000 
shares—175,001 being a quorum. 
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posite conclusions, as shown below: 


The Seabury-Berle traction unifica- 
tion plan, rejected by the transit com- 
mission last spring, is playing a minor 
role in the New York city political cam- 
paign now under way. The Citizens 
Union sent a questionnaire to candidates 
for legislative seats, seeking removal of 
the transit commission which, it is as- 
serted, costs the city $1,000,000 a year 
and has proved a serious obstacle in the 
way of unification. The commission, in 
rebuttal, holds that the plan would have 
given present security holders effective 
control of city-owned transit lines for 
at least seventy-five years on terms 
onerous to the public. 


* 


Experts Disagree on Power 
Shortage 


DITORIAL comment in the Electrical 

World and in Power (both pub- 
lished by McGraw-Hill) differs on the 
question of a possible power shortage. 
An editorial in the Electrical World of 
August 14th, under the heading, “No 
Power Shortage,” contained the fol- 
lowing : 


Is a power shortage imminent? .. . In- 
creasing loads constitute no new problem 
for the light and power industry. They are 
the normal condition. Since 1902 the output 
has increased more than forty-fold, and con- 
struction has consistently anticipated the 
rising demand. That process of anticipatory 
building is going on now. Since 1935 total 
new generating power installed and on order 
has totaled approximately 1,600,000 kilo- 
watts. A detailed list published at the begin- 
ning of 1937 showed 1,273,000 kilowatts 
under construction, to go into operation be- 
fore the end of this year. Of that amount 
nonfederal construction accounted for more 
than 1,000,000 kilowatts. Meanwhile addi- 
tional orders in large volume have been 
placed to meet requirements of the years 
just ahead. 

Studies made by Electrical World indi- 
cate that the industry as a whole is prob- 
ably operating with a smaller margin of re- 
serve ar ae before the depression, 
but it must remembered that intercon- 
nection and improved reliability of service 
have tended to reduce the necessary amount 
of safe reserve in generators. 


The editor of Power, in the mid- 
September issue, reached somewhat op- 


The possibility of a “power shortage” in 
1938 or ’39 has reached the stage of news- 
paper discussion. ... In an attempt to get to 
the brass tacks of the situation, Power has 
analyzed some dependable statistics. ... 

For the period 1920-29, inclusive, “public- 
supply” capacity increased from 14.4 to 31.6 
million kilowatts, an average yearly increase 
of 9.2 per cent. Yearly output increased 
from 43.4 to 97.4 billion kilowatt hours, an 
average yearly increase of 9.6 per cent. 

Let’s pass over the disorganized period, 
1930-35, start with the known facts for 1936, 
then work on into the unknown future. To 
do this, we shall make two assumptions : We 
shall assume that energy output for the next 
few years will increase 9.6 per cent per year, 
as it did from 1920 to ’29. This means an 
average increase of 13.3 billion kilowatt 
hours per year. To handle this and climb 
back to the predepression average of one 
kilowatt per 3,000 kilowatt hours by 1941 re- 
quires 4.6 million new kilowatt hours each 
year—230 per cent of the 1926-29 yearly 
growth. 

But the 3,000 kilowatt hours is probably 
too safe. Right now we're getting by with a 
national average of nearly 3,500 kilowatt 
hours. Take that figure as the safe limit, 
and generating capacity must be installed 
at 150 per cent of the 1926-29 rate to 
keep up. 

The boiler situation would be eased a bit 
by the better steam rates of the new tur- 
bines. Knock off 10 per cent for this, and 
you have a conservative estimate of required 
boiler installations (steaming capacity) 35 
per cent above the 1926-29 average. That’s 
about the safest minimum after making all 
reasonable concessions. 

How about hydro? At the end of 1936, 
steam represented about 70 per cent of ca- 
pacity and 64 per cent of annual output. 
Diesel is unlikely to become important in this 
field. It is also fairly safe to predict that 
hydro will not gain on steam during the 1937- 
41 period (or thereafter). ... 

Industrial purchases are probably the most 
important unknown factor. We shall play 
safe by saying merely that the industrial 
demand for new power equipment, in the 
years just ahead, must substantially exceed 
that of the 1926-29 period. If this is cor- 
rect, and if our estimates of minimum 
“public-supply” needs are within gunshot of 
the facts, the yearly demand for new boilers, 
turbines, etc., for all applications during 
1937-41 will far exceed the yearly installa- 
tions of the 1926-29 period. 

Are manufacturers equipped to handle 
this business? We do not yet know. It 
will be the part of caution for individual 
utilities and industrial units to place orders 
for capacity to be installed well in advance 
of immediate needs, if that is possible. 
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Improving Stockholders’ 
Reports 


C G. Blough, chief account- 
ant of the SEC, in a recent address 
before the Comptroller’s Institute of 
America, emphasized the need for “ma- 
terial improvement” in the annual re- 
ports of many corporations to their 
stockholders. According to Mr. Blough: 
Some companies have filed information of 
major significance with the Securities and 
Exchange Commission, where it is a matter 
of public record, but have omitted it from 
their published reports. . . . Although avail- 
able to all, it must be examined in one of 
the commission’s offices or a fee must be 
paid for obtaining photostatic copies. 


Mr. Blough pointed to ways in which 
write-downs or write-offs of assets 
might distort subsequent operating 
statements, and the importance of item- 
izing and allocating to the proper ac- 
counting period noncash bookkeeping 
items such as depreciation, depletion, 
amortization, losses charged to reserves, 
transfers to and from reserves, etc. He 


also emphasized the need for consolidat- 
ed financial statements for holding com- 


pany systems. He criticized the tend- 
ency, however, to confuse stockholders 
with “a multiplicity of footnotes” in re- 
ports. 


* 


Two Abitibi Plans 


_ Power & Paper Company’s 
reorganization plan is now en- 
countering opposition. Chairman Rip- 
ley of the original Bondholders’ Com- 
mittee in recent newspaper advertise- 
ments urged acceptance of the plan spon- 
sored by the committee, which he claims 
has the support of important British 
and Dominion interests, including large 
insurance companies. 

The Ripley report holds that, in view 
of the wide variations in earnings ex- 
perienced by the newsprint industry in 
the past, future profits should not be 
counted upon in large amounts to pro- 
vide for the proposed improvement pro- 
gram, part of which reflects deferred 
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maintenance and part of which is man. 
datory under the agreement with the 
Ontario government. 

A new committee for holders of the 
first mortgage 5s is headed by Sir 
Henry L. Drayton, former Finance 
Minister of Canada. In a letter to 
bondholders this committee holds: 

Whatever merit the Ripley plan may have 

had at the time it was conceived, the spec- 
tacular improvement in the earnings of the 
Abitibi Company in the past few months has 
so completely changed the position of the 
company that there now appears to be no 
reason why the bondholders should make 
the sacrifice involved in the plan. The chief 
criticism of the plan is that it entirely takes 
away from the bondholders their first mort- 
gage position. 


Sir Henry, while admitting that it is 
essential to rehabilitate the properties, 
feels that it is unnecessary to raise all 
the funds immediately, particularly as 
the lenders would obtain a prior lien. 
His own plan would, therefore, elimi- 
nate the $14,000,000 prior lien bonds 
proposed in the Ripley plan, and reduce 
the fixed interest-bearing bonds from 
$38,133,500 to $36,200,250. Under the 
new plan each $1,000 Abitibi bond 
would receive $750 in new first mort- 
gage 20-year 5s, $475 in second mort- 
gage convertible cumulative income 
bonds, and five common shares. It is 
estimated that with $50 a ton for news- 
print in 1938 Abitibi may earn over 
$10,000,000, compared with $3,000,000 
representing 5 per cent on bondholders’ 
claims for principal and accrued in- 
terest. 


v 


Mexico’s “New Deal” Hurts 
Utilities 
RECENT article in The Annalist de- 
scribes Mexican utilities as at a 
“dead end, despite the boom in general 
business activities.” American and 
Canadian capital has been largely used 
to develop the electric power and tele- 
phone services in Mexico, yet compara- 


‘tively little is heard regarding utility 


conditions in that country. According 
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to The Annalist, American & Foreign 
Power derives 12 per cent of its gross 
income from Mexico, Standard Gas & 
Electric controls some half a dozen 
properties on the West Coast, Interna- 
tonal Telephone (together with Erics- 
yn) operates the country’s telephones, 
ad San Antonio and Chicago interests 
own Chapala, serving a number of cities 
with electricity. The Canadian-owned 
Mexican Light & Power Company, the 
largest utility in Mexico, reported a siz- 
able deficit in 1935. 

Interest charges on Mexican invest- 
ments are particularly heavy because 
mich of the equipment was installed 
when the peso was two to the dollar, in- 
stead of 3.6 as at present. Labor costs 
are high because Mexico has the most 
advanced social legislation of any.coun- 
try except Russia. Moreover, operat- 
ing interruptions have been frequent 
due to strikes in power plants in sym- 
pathy with strike movements in other 
industries or due to troubles between 
val labor organizations. Electric rates 
in Mexico City are lower than in any 
tity in the United States (with one or 
two exceptions where municipally 
owned plants operate). Despite this 
fact, about one-quarter of the current is 
stolen by tampering with meters, etc. 

As a result of these discouraging con- 
ditions the power companies are unable 
to expand existing facilities or even to 
supply the present demand for power. 
New legislation prevents the construc- 
tion of thermal plants for reserve ca- 
pacity during the dry season, when 
hydroelectric plants are likely to fail. 
Other laws prevent bringing new capital 
mto the country, although “the Mex#i- 
canization of most foreign industry is 
taking place by the more subtle process 
of absorption without the international 
complications resulting from expropria- 
ion,” according to The Annalist. 

Thus, while Mexico is enjoying an 
nprecedented boom due to the influx of 
American tourists and the high wage 
policy of the government, utilities have 
ot been allowed to share in this pros- 
perity. 

The telephone situation is also bad. 
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International Telephone is withdrawing 
from the field by transferring its local 
investment to Ericsson (in which it has 
a one-third voting interest). The gov- 
ernment has ordered International and 
Ericsson to unify the two operating sys- 
tems through interconnection, but this 
will require some $500,000 and will de- 
crease the number of subscribers. 
Ericsson has therefore applied for an 
increase in rates. 


- 


Corporate News 


| eee Bond & Share has ended its 
argument before the U. S. Circuit 
Court in New York, in the appeal from 
a lower Federal court decision which 
held the registration provisions of the 
Utility Act constitutional. Robert H. 
Jackson, one of the assistant attorneys 
general of the United States, stated: 
Congress clearly has the right and the 
power to close the mails and other avenues 
of interstate commerce to those who refuse 
to obey its constitutional edict. It has the 
right to declare a public policy and prohibit 
the use of the mails to lotteries or for dis- 
tribution of securities of companies who re- 
fuse to advance the information which in- 
vestors ask but which, up to now, they have 
never been able to obtain. 


He asserted that Electric Bond & 
Share, with a capital investment of a 
few million dollars, controls a $2,500,- 
000,000 group of companies and that it 
floated 248 security issues for subsid- 
iaries during the eleven years ended 
1932, without Federal supervision. The 
implication was that state supervision of 
financing had been of little protection to 
investors. 

Northern States Power Company 
plans to sell $21,815,000 stocks and 
bonds during 1938-42 to finance a con- 
struction program, and has already ar- 
ranged for a $4,000,000 bank loan, ac- 
cording to President Pack’s testimony 
before the SEC. Total expenditures 
will call for over $43,000,000 cash, but 
over half of this will be met through 
depreciation and amortization reserves. 
The bank loan will run for three years 
and cost about 2% per cent net. 


OCT. 28, 1937 





PUBLIC UTILITIES FORTNIGHTLY 


The Bell Telephone System continues 
to hang up new records. While the net 
gain of 99,400 telephones in September 
was well below last year’s gain, it was 
the second best in the history of the 
system, exceeding that of September, 
1929. 

Columbia Gas & Electric Corporation 
has increased its semiannual dividend 
rate from 20 cents to 25 cents. 


oe. Judge George A. Welsh has 
rejected as overoptimistic and “un- 
workable” the revised reorganization 
plan of the Philadelphia Rapid Transit 
Company, now under 77B. He holds 
that system earnings of about $4,200,- 
000 are insufficient to support the pro- 
posed capital structure of $133,000,000. 
Mayor Wilson immediately announced 
that he would ask the city counsel to 
start condemnation proceedings against 
the company so that the city may take 
over and operate the lines. The com- 
pany, which in by-gone years operated 
successfully under the celebrated “Mit- 
ten Management,” has been in receiver- 
ship for six years, and underlying bond- 
holders are reluctant to scale down their 


claims. Company employees, as a herit- 
age of the Mitten plan, are substantial 
stockholders. 

President Zimmermann of United Gas 
Improvement, in negotiating with the 
Philadelphia city council for a renewal 
of the lease of the city-owned gas plant, 
has agreed to accept a “trial rate” for 
1938 provided any deficit at the end of 
the year be taken into account in setting 
the rate for the succeeding year. The 
possibility of in.roducing natural gas 
was mentioned as a means to reduce 
costs. 

President Huff of Third Avenue 
Railway in the annual report for the 
year ended June 30th stated that the 
company is making “strenuous efforts” 
to economize and obtain tax reductions. 
While the net loss of $64,815 was only 
about half that of last year, this did not 
reflect the present cost burden. A wage 
increase granted at the end of the fiscal 
year will result in increased labor costs 
of about $750,000 a year; taxes will be 
perhaps $60,000 larger (due to the New 
York state 3 per cent tax on gross), 
while gasoline taxes may involve an- 
other $35,000 increase. 


e 








HW 





WEEKLY /NDEX 





TT | 
| ELECTRIC POWER PRODUCTION 


Adjusted for Seasonal Veriahon 
ESTIMATED NORMAL +/00 




















iH 









































MOMTHLY 
AVERAGES 















































































































































1929 1930 1931 1932 1933 1934 1995 





FMA 


JIJASONDIFMAMIJAS 





Reproduced from The New York Times 
OCT. 28, 1937 


546 





Can 


tal 
( 


NASM 

the 
Consun 
Senate 
Invalid: 
and Na 
road Re 
in Mr. ] 
to that 
nize tha 
receive 
structiv 
feel that 
memora 


make tk 
1. Be 


commis: 
cifically 
which wv 
pointed | 
majority 
tional ra 
unconsti 
unadmin 

2. As 
mittee d 
1923, anc 
was a cl 
able adn 
stopped ; 
on what 


OUT OF 
THE MAIL BAG 


Can Commission Rate Contro] 2. formidable array of commission orders 
which were said to be mostly legislative and 


Be Exercised As a Governmen- administrative in character. But the great 
tal Function under Supreme bulk had nothing to do with rates, and in- 
- t volved little or no conflict between public and 
Court Fixed Valuation private interests. The committee, of course, 
Lawe was concerned primarily with rate control, 
and its point is not the number of court con- 
NASMUCH as I originally joined in drafting tested cases of commission reversals. Its pri- 
the memorandum submitted by the Utility mary concern is, first, the kind of orders for- 
Consumers National Policy Committee to the mulated to avoid judicial attack, and, second, 
Senate Judiciary Committee on the “Indirect the mass instances of no rate inquiries because 
Invalidation by the Supreme Court of State of valuation methods. Here is the destructive 
and National Policy in Public Utility and Rail- effect of the court fixed rule of “fair value.” 
road Regulation,” I was particularly interested 4. He presented also imposing rate reduc- 
in Mr. Henry C. Spurr’s recent article in reply tions made in recent years as evidence that 
to that statement. While I personally recog- state regulation has been functioning quite 
nize that much of what Mr. Spurr said should wel], The committee, of course, was aware 
receive consideration in a balanced and con- that rates had been reduced, in some instances 
structive study of public utility regulation, I ajmost substantialiy. But: (a) the figures, 
feel that he did not meet the vital points of the which may be correct, are mostly based upon 
memorandum. I should like, therefore, to company claims and not statistically attested 
make the following comments : by commission technical staffs, and (b) the 
1. Besides public utility control by state reductions have come principally through pub- 
commissions, the memorandum included spe- _ lic pressure exterior to the governmental func- 
cifically the 1920 national transportation act, tioning of the commissions—due to mounting 
which was not referred to by Mr. Spurr. It consumer discontent, to Washington utility ac- 
pointed out that since 1923 the Supreme Court tion, to state political factors, particularly to 
majority destroyed this legislation and na- the “yardsticks” and threats of public owner- 
tional railroad policy, not by direct findings of | ship, and to managerial realization that some- 
unconstitutionality, but indirectly by imposing thing had better be done and that lowering 
unadministrable valuation methods. rates might be good business anyway. The 
2. As to state utility regulation, the com- relatively little that has been accomplished 
mittee did not hold that it was all fine before cannot be assigned materially to positive com- 
1923, and all bad since. But prior to 1923 there mission administration. 
was a clear trend to set up definite and work- 5. What the committee basically criticizes 
able administrative provisions, and this was in the commission systems is the lack of pre- 
stopped since 1923 by the new majority rulings cise rights, exact standards, and definite ad- 
on what constitutes “fair value”—based pri- ministration on the basis of facts. We cannot 
marily upon reproduction cost appraisal and see how rate regulation can be made moder- 
its paralyzing difficulties. While I person- ately satisfactory as a long-run method of 
ally have felt that reconstruction might still dealing with fundamental matters of public 
be attainable, the consensus of lawyers is to interest, when regular administration is im- 
the contrary. Here is the reason, for example, possible and when the results depend upon 
why the 1929 New York investigation of regu- various kinds of public pressure. This vast 
lation failed to institute fundamental changes _indefiniteness unfortunately has been “frozen 
which I recommended and which were re-_ in” by the majority Supreme Court holdings 
garded desirable by practically the entire Leg- since 1923. The committee certainly would 
islative Committee. not, as implied, deprive utilities of all gross 
3. To show that commission regulation has _ revenues. It merely insists that if private own- 
been essentially effective, Mr. Spurr presented ership and operation, with governmental regu- 
a lation, is to be continued with reasonable re- 
The procedure-blocking character of gard for public objectives, there must be pre- 
present valuation law was discussed by the cise determination of rights and systematic 
writer in two recent articles in Pusiic Utiti- administration. 
Tks FORTNIGHTLY. 6. As to whether recent rate reductions 
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have been substantial is really not the point. 
Yet I think I know that at least electric and 
telephone rate decreases have been far from 
adequate on the basis of present attainable 
cost and realizable service volume. I can start 
with New York, and then go east, south, and 
west, and show the prevalence of grossly ex- 
cessive and use-preventing schedules. But, to 
prove the fact in any instance by due judicial 
rate process, under the fair value rule, requires 
more money than is hardly ever available on 
the public side. And if proper preparation is 
made for consumers, as happens rarely, the 
commission is likely to carry the complex of 
court-fear into its findings—or go to unbe- 
lievable extremes to effect settlement rather 
than to make its own decision and risk judi- 
cial review.? 

7. The need of definite administrative stand- 
ards applies equally to public and private in- 
terests. During periods when technological 
advances, shifts in prices, and development 
of utilization work for reduction of unit cost 
of service, rates should be reduced systemati- 
cally in accordance with such basic facts. Con- 
versely, if rising prices and other changes 
produce increasing unit costs, rates should be 
raised on the basis of facts. Under the pres- 
ent system, rates cannot be properly reduced 
when justified, and cannot be increased when 
warranted. My personal realization that defi- 
nite rights and exact administration are es- 
sential to effective control first came during the 
war years, when utilities could not get rate 
increases as vitally needed, and when their 
finances and services became consequently de- 
moralized. Increases as well as reductions 
should be capable of exact and prompt meas- 
urement and determination. There should be 
no conflict of interest. Final orders should 
not involve unclear standards, absence of ex- 
act facts, mostly opinion evidence, and dead- 
locking judicial proceedings. Administrative 
instead of judicial rule is essential to regula- 
tion exercised as a governmental function. 

8. Mr. Spurr challenges the correctness of 
the committee’s position that any vital change 
in the law of valuation was decreed by the 
Supreme Court since 1923. Well, of course, 
the term “fair value” has continued and cita- 
tion of Smyth v. Ames has been repeated, but 
the essence has been fundamentally changed. 
Certainly Mr. Justice Prandeis thought so in 
his dissenting opinion in Southwestern Bell 
Case, as have all the dissenting judges since 
on the valuation controversy. Before 1923, the 
issues centered in the facts of the individual 


21If anyone feels that the above statement 
of wide evasion of basic regulation duty is 
mere generality, I can furnish plenty of con- 
crete instances. Anyone who has come close 
to state commission regulation with open mind 
knows the realities outside of formal records. 
And I am not particularly criticizing the com+ 
missions under the circumstances of an un- 
manageable system, 
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cases. Since then they have been concerned 
with the content of the valuation concept. So 
it was that dissenting judges concurred in the 
results but disagreed with the legal reasoning 
of the majority. This difference was glaring 
in the St. Louis and O’Fallon Case in which 
the Interstate Commerce Commission would 
have been sustained under the prior view of 
“fair value” but in which national railroad 
policy was strangled under the new majority- 
made law. Personally, I had thought earlier 
that regulation could be put upon an admin- 
istrable basis—still tried hard to think so in 
“Effective Regulation” published in 1925—but 
even as a confirmed optimist I can no longer 
rationalize manageable common sense out of 
the succession of majority rulings since 1923, 
Still, perhaps with more drubbing of the 
majority there may be reversal on valuation as 
on minimum wages and interstate commerce. 
Perhaps criticism and discussion may be 
worth while. 


9. Mr. Spurr refers incidentally to the Mas- 
sachusetts commission which nominally has 
conducted rate control on the basis of invest- 
ment rather than “fair value” as prescribed 
since 1923. But, what the Massachusetts com- 
mission has done happens to illustrate admi- 
rably the prevailing difficulty. In the well- 
known Worcester Case, the commission based 
its ordered electric rate reduction upon invest- 
ment. Its order was contested by the com- 
pany; the Federal district court ruled against 
the commission on valuation, but sustained the 
order on cost allocation. Neither the commis- 
sion nor the company appealed; thé one had 
its order, and the other its valuation. And 
since then the commission has been duly cat- 
tious to avoid conflict with the new valuation 
law made by the court, as have inevitably all 
commissions. Through unadministrable valu- 
ation standards and methods, the companies 
have largely freed themselves of regulation 
so that they can do essentially what they 
please—subject to varieties of exterior pres- 
sures and to counter difficulties when rate in- 
creases are sought. 


10. The article points to the ancient history 
when Mr, William Jennings Bryan contended 
for reproduction cost, in the famous case ot 
Smyth v. Ames, decided in 1898, in which the 
“fair value” rule was first enunciated. But 
the committee is looking to the future—and 
has learned from the past. Furthermore, Mr. 
Bryan defended rates fixed directly by legis- 
lation prior to the state commission régime. 
This came soon after and was provided for 
the very purpose of establishing regular rate- 
making standards beyond realization in direct 
rate legislation. Hence, what was done under 
the earlier circumstances should not contro 
later. And the point is that up to 1923 the 
Supreme Court had said essentially nothing 
that would preclude the establishment of # 
administrable system, while the decisions sinc 
practically make such realization impossible 
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11. The committee’s opposition to “fair 
yalue” as proclaimed since 1923 is not based on 
its meaning intrinsically higher valuations for 
rate making than would be found under pru- 
dent investment. If it could be promptly and 
factually applied, it would produce now ma- 
terially lower base figures than actual cost, 
partly because of lower prices but mostly be- 
cause of technological advance. The objection 
is based (a) on its unadministrability, and 
(b) on the financial distortions produced with 
shifting prices and with the high percentage 
of fixed return securities in current financial 
structures. Except for these intrinsic difficul- 
ties, I can see no objection to fair value based 
on reproduction cost. But these difficulties are 
most vital, and they have destroyed the gov- 
ernmental exercise of regulation. 


12. The fundamental point with which the 
committee is concerned is the establishment 
of definite measurements and regular admin- 
istration. This is precluded, we believe, by 
the Supreme Court decisions since 1923. Un- 
less there is reversal of the majority position, 
or side-stepping of what has been decided, we 
see little possibility of reformulating regula- 
tion so that commissions in their governmental 
capacity can readjust rates from time to time, 
upward or downward, without strangulation 
of procedure and without frustration of in- 
trinsic purposes. This applies equally to pro- 
tection of private interests as to attainment 
of public objectives in the organization, man- 
agement, and control of public utilities. 

—Joun Bauer, 
New York City. 





Sell Your Own Boss and Get Paid for It 


N the sharp competition of modern business, new ideas in selling 

deserve recognition. To this end, utility sales executives might well 
turn over in their own minds a shrewd promotional plan now being 
tried out in the arc welding industry. Seems that not long ago arc 
welding men were grumpy about the fact that only a fraction of the 
construction work in this country which could be done more economi- 
cally with arc welding actually employed that method. What was the 
matter? Poor salesmanship? Weak publicity or promotion? Or were 
the construction trades just too dumb to understand? 


After considerable head scratching, certain arc welding men hit on 
what they believed was the real answer: The construction men were 
resisting salesmanship from the outside because of inertia or opposi- 
tion to change from within their own organizations. They might not 
believe a salesman’s brag that arc welding could save from 10 to 50 
per cent in construction costs, but if one of their own engineers 
demonstrated it in his own report based on original research in his 
own plant, the management would just have to look into it. 

The net result is the James F. Lincoln Arc Welding Foundation, 
a promotional group unique in character. The foundation raised 
$200,000 to be awarded to engineers, designers, or production men en- 
gaged in all lines of iron or steel construction for the best reports to 
their own bosses on what savings could be made through the use of 
arc welding. Copies of these reports are then eligible to be entered as 
papers with the foundation, and their authors may be awarded from 
$100 to $13,700, in addition to the strong probability of getting better 
jobs for showing their employers how to save money. The boss, of 
course, is delighted to find a new way to cut production expense, 
whereas the arc welding industry—well, after all, it was their idea in 
the first place. 

549 


OCT. 28, 1937 








What Others Think 





The NRC Reports on Power Economy 
and “Urbanism” 


HE National Resources Committee 
seems to be fast winning the respect 
of Washington observers as one of the 
lasting and important accomplishments 
of the New Deal. It is often bracketed 
nowadays with the Brookings Institu- 
tion as an example of unbiased Wash- 
ington economic research at its best. 
Unlike the Brookings Institution, the 
National Resources Committee is an 
official advisory body appointed by the 
President to report to him on all matters 
dealing with the subject implied in its 


title. The NRC likewise differs from the | 


Brookings Institution in that it addresses 
its research more towards the broader 
physical and technical phases of Ameri- 
can industry and their social implica- 
tions, as distinguished from the purely 
economical research of the Brookings 
group. However, like the Brookings 
Institution, the NRC is truly nonparti- 
san. This alone makes it a unique group, 
for it is one of the few official New Deal 
agencies which has had the courage to 
criticize, impliedly of course, some of the 
most cherished dreams of the Brain 
Trust. Furthermore, it seems that Presi- 
dent Roosevelt is “taking it.” Whether 
he likes it or is impressed by it is another 
matter. 

The origin of the NRC goes back to 
the days of President Hoover. Readers 
will perhaps recall the Hoover Com- 
mittee on Social Trends. Well, the NRC 
is carrying on the same broad technico- 
social research, and at least three of the 
same men are serving on the NRC who 
served with the old Hoover committee. 

Perhaps the most surprising example 
of the independence of the NRC was 
contained in the recent report of its sub- 
committee on technological trends. The 
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whole report waz divided into a number 
of chapters dealing with various indus- 
tries such as mining, communications, 
and, among other titles, a section on 
power (§V of Part III). This section 
bluntly questioned the general operating 
economy of hydroelectric-generating as 
compared with fuel-generating equip- 
ment. 


igen sae the investment in hydro 
projects with steam power, the 
report states: 


It must not be inferred, however, that the 
availability of a waterfall, where water runs 
to waste, if not used, means a cheap source 
of power. Water power lacks reliability, as 
it is affected by meteorological conditions, 
dry seasons, floods, ice in the water supply, 
and mechanical and electrical interferences 
with transmission lines connecting the power 
with distant markets. The water-power 
plant involves geographic restrictions, a 
waterfalls of importance are usually located 
far from power-consuming areas. However, 
water power is next in importance to steam 
in connection with large-scale power generz- 
tion in stationary power plants. 

Water turbines are built in capacities up 
to 115,000 horsepower in a single unit, and 
to efficiencies of about 94 per cent. In fact 
no prime mover transforms energy into use- 
ful power so efficiently as does the modem 
hydraulic turbine. However, while | 
hydraulic turbine is a most efficient prim 
mover, the water-power plant involves 
greater capital risks than is the case with 
fuel-burning plants. The fixed charges ofa 
hydroelectric plant are usually high as com 
pared with a steam-electric plant; the 
vestment for dams, water storage, long- 
distance transmission lines to market, 2 
emergency power reserves involve large 
vestment costs. The annual distribution of 
rainfall and run-off cannot be controlled 
and because of this, great extremes of high 
water and low water occur, making poss! 
the utilization of only a portion of 
potential power in a waterfall. Thus hydre 
electric stations must use steam or inte 
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combustion engine stations for emergencies, 
peak loads, low-water periods, and during 
floods. Through interconnection of hydro- 
electric plants and their interspersion with 
steam plants, the difference in time of sea- 
sonal flows of different drainage areas has 
been taken advantage of and the reliability 
of service improved. 

Water-power plants are usually more ex- 
pensive than steam plants for equally good 
service if steam or internal-combustion 
engine reserves are included in the cost 
estimates. Ordinarily hydroelectric power 
plants will involve a cost in excess of $150 
per kilowatt capacity as compared with $75 
to $125 for steam-electric plants. 


The report went on to quote a techni- 
cal paper by F. F. Fowle, well-known 
consulting electrical engineer of Chi- 
cago, who has stated that under ordinary 
conditions a steam plant will deliver 
current at the power plant bus bar at 4 
mills per kilowatt hour as compared with 
6.3 mills for a hydro plant. These figures 
included fixed charges and operating ex- 
penses, $85 per kilowatt installed as 
representative for a steam plant, and 
$250 for the hydro plant. Hydro-steam 
coordination, of course, would reduce 
unit costs. 


i hen report conceded certain oper- 
ating advantages to hydro plants 
over steam plants, such as elasticity in 
starting up or shutting down on short 
notice and economical load fluctuation 
control through storage reservoirs. The 
report added that both types of equip- 
ment would probably be found to be 
most effectively used in combined com- 
plementary service. Accurate studies to 
determine the proper proportion of each 
were said to be needed. Meantime, the 
indiscriminate development of hydro 
sites was frowned upon. 

Speaking of relative operating effici- 
ency, the report flatly predicts that with 
our large coal reserves and the efficiency 
of steam-generating technique, steam 
power plants “will long remain a major 
factor in the production of mechanical 
power.” It points out that the best 
steam-electric power plants are gener- 
ating at present a kilowatt hour on less 
than a pound of coal as compared with 
an average of 3 1/3 pounds in 1918, 5 


pounds in 1900, and 10 pounds in 1880. 

On the general comparison of the cost 
of steam and hydro power, the report 
states: 


The cost of generating power is only a 
part of that which must be met by the con- 
sumer. A number of factors influence the 
actual cost, some of which have to do with 
the investment in the plant, others which 
relate to the utilization of the plant, and 
still others which are concerned with oper- 
ating expenses. Interest, taxes, insurance, 
and provisions for depreciation and obso- 
lescence influence the fixed charges on plant 
investment, as do the requirements for re- 
serve capacity and the extent to which the 
plant is utilized, or plant-capacity factor. 
Mr. F. F. Fowle, in a paper which he pre- 
sented before the Midwest Power Engi- 
neering Conference at Chicago on April 22, 
1936, stated that “a complete electric utility 
of average size requires at present an in- 
vestment in the order of $365 per kilowatt 
of installed capacity, or $520 per customer 
served. Approximately 38 per cent of this 
amount is invested in generating plants, 24 
per cent in transmission lines, and 38 per 
cent in local distribution systems. . . 
The annual charge for interest, taxes, in- 
surance, and dépreciation on the investment 
constituted in 1935 about 65 per cent of the 
whole cost of service.” The 1935 investment 
of electric utility systems is given by Mr. 
Fowle as 13 billion dollars, of which 4.8 
billion is in generating plants; 3 billion in 
transmission system; 4.7 billion in distribu- 
tion; and 500 million in miscellaneous 
equipment. 

In considering the fixed charges for a 
stationary electric generating plant a num- 
ber of factors must be considered, among 
which the following are of major impor- 
tance: 

The power plant proper with its land site, 
buildings, and machinery. The cost of power 
plants per kilowatt vary with the type of 
prime mover, size, location, and design. In 
general, large steam generating stations may 
be built at a cost of $75 to $125 per kilowatt 
capacity. ... 


The cost of transmission, of course, 
depends upon the distance electricity 
must be transmitted, the amount to be 
transmitted, and the expense of the 
right of way, transformers, substations, 
feeders, etc. In the case of residential 
customers who must be supplied with 
current at low voltages and in small 
amounts, the report states that the trans- 
mission and distribution costs are often 
greater than the interest costs for the 
power station and equipment. Industrial 
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customers can be served under more 
economical conditions. Conceding the 
difficulty of calculating the actual cost 
per kilowatt for any special service, the 
report adds: 


Provisions for depreciation and obsoles- 
cence depend not only upon the actual life 
of the equipment but upon the useful life 
which often depends upon progress in the 
art. Thus in the case of certain power- 
producing machinery, improvements in de- 
sign and construction have frequently re- 
sulted in conditions which made it practical 
to replace a prime mover in three to ten 
years with more modern equipment. Obso- 
lescence, not merely wear, influences equip- 
ment replacement costs. Thus adequate al- 
lowance for depreciation and obsolescence 
should be considered in all calculations of 
power costs. 

Needs for reserve capacity depend upon 
the types of equipment and facilities avail- 
able for meeting emergencies. Thus inter- 
connection in the case of central electric 
generating stations has reduced the need for 
reserve capacity. Codperation between in- 


dustrial and utility plants is advantageous in, 


reducing the necessity for spare units in 
either or both types of plants. 
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Taxes are an important item in the cost 
of power. In some fuel-burning plants taxes 
(local, state, and national) are approaching 
the. cost of fuel. The Edison Electric Insti- 
tute has reported that the ratio of taxes to 
operating income has increased from 34 
per cent in 1902 to 9.46 in 1927 and to 141 
per cent in 1934, 

Fixed charges are practically independent 
of the load while operating expenses are 
definitely a function of the output. While 
superintendence, and to a lesser extent labor, 
cannot be varied as the load increases or 
decreases, other operating costs and par- 
ticularly fuel depend upon the amount of 
power delivered. Thus in a hydraulic plant, 
which uses no fuel, the operating costs are 
practically the same whether the plant 
carries the maximum load or is standing 
idle; accordingly, any water which is al 
lowed to pass over the spillway without 
producing power is a loss. The operating 
costs in the case of fuel-burning plants are 
a major item in the cost of power and the 
economies produced in these plants mert 
special consideration. 


The report concludes its power study 
with a review of the growth of cen 
station service, increase in use and de 


552 





ment | 
ing w 
and ¢ 
would 
areas 
New 
Jersey 
ginia, 
other 
an im} 
For 
mendz 


sugges 





WHAT OTHERS THINK 


crease in cost of electric service in the 
United States since the beginning of the 
industry in 1882. Most of this statistical 
information is already familiar to stu- 
dents of utility economics. 

However, while the NRC subcommit- 
tee report on technological trends pleased 
the utility executives (the Committee of 
Utility Executives reprinted excerpts of 
itin a special booklet), the NRC subcom- 
mittee report on “Urbanism” probably 
brought considerable frowns to their 
faces. 


HIs report, entitled “Our Cities— 

Their Role in the National Econ- 
omy,” sets forth a number of conclusions 
about “chronically depressed communi- 
ties” which trend towards strengthening 
the direct domination of Federal govern- 
ment over the cities and the correspond- 
ing weakening of the influence of state 
and county government. Particularly 
would this be true in those metropolitan 
areas which “defy state lines,” such as 
New York city (New York and New 
Jersey), Washington (Maryland, Vir- 
ginia, and the District of Columbia), and 
other border cities. Public utilities form 
an important part of the picture. 

For instance, one of the eleven recom- 
mendations (No. 9) of the committee 
suggests the formation of special boards 
to deal with such borderline municipali- 
ties : 

_ The Congress should pass legislation giv- 
ing advance consent and laying down the 
conditions under which there may be 
adopted interstate compacts enabling the 
several communities within the same metro- 
politan region, but in separate states, to deal 
jointly with the regional aspects of health, 
sanitation, industrial-waste regulation, the 
control of public utilities, planning, public 
safety and welfare, education, recreation, 
and other governmental functions of 
regional scope. 


Unfortunately, the text of the report 
does not go into detail about the mechan- 
ics of such a proposed interstate munici- 
pal set-up, but it is quite likely that the 
Federal government would dominate the 
scene and the state commission would be 
pushed further away from the control of 
things, just as the British government 


553 


manages to dominate the so-called “‘inter- 
national government” of the city of Port 
Said which is situated in Egypt, and as 
the French government dominates the 
“international board” which runs the city 
of Tangier in Morocco. 

Pushed to its extreme conclusion, it is 
not beyond the realm of possibility that 
were the NRC recommendation zealously 
adopted by the Congress, we would find 
the Federal finger in numerous state-line 
municipalities. It is surprising how many 
cities fall into this category. The NRC 
report contains a map of borderline 
metropolitan areas which may startle 
readers. Even cities now served by pub- 
lic utility companies operating entirely in 
intrastate commerce might wake up to 
find their regulatory control surrendered 
by state compact to some strange new 
board, just because a slight fraction of 
the economic area of these communities 
happens to spill over a state line. 


M= significant perhaps from the 
immediate viewpoint is the sug- 
gestion of a more or less permanent Fed- 
eral loan and grant set-up contained in 
another of the report’s recommendations 
(No. 4): 

The committee recommends the consider- 
ation of legislation primarily for periods of 
economic distress creating a Federal credit 
agency authorized to make loans and grants 
under adequate legislative safeguards to 
local governments for the purposes of pub- 
lic works construction (including housing), 
acquisition or construction of public utilities, 
land purchases, and similar outlays. On the 
other hand, in times of prosperity the com- 
mittee believes that Federal expenditures in 
cities should be reduced to a minimum. 
(Italics ours.) 


This would seem to be going much 
farther than the PWA did in financing 
local municipal utility plants. The PWA, 
it will be recalled, was for emergency 
purposes only, and President Roosevelt 
announced the end of its new activities 
recently, presumably because our emer- 
gency had passed. This new credit 
agency would be a permanent body to 
take up the slack of unemployment with 
public works whenever such slack ap- 
peared. 
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The PWA likewise restricted its loans 
and grants to new construction. It never 
loaned or granted money for the pur- 
chase of public properties already in 
existence. The whole idea of PWA, in 
other words, was to make jobs, not to pay 
off mortgages or interest on bonds. Just 
why the NRC’s proposed credit agency, 
should thus use Federal funds for “ac- 
quisition” of existing public utility sys- 
tems for hard luck municipalities is not 
explained in the report. It would indicate 
simply a gesture in the direction of public 
ownership as a matter of principle, jobs 
or no jobs. 

The report sketched the historical 
growth of the electric power industry, 
and while conceding that great strides 
have been taken, it observed that slow 
progress had been made in interconnec- 
tion and codrdination of facilities. The 
report stated in part: 


Even now there is a general lack of co- 
ordination of generating and transmission 
systems. Notwithstanding the unmistakable 
trend toward holding company control over 
large areas, the rivalry between holding 
companies too frequently has prevented de- 
sirable interconnections and co6érdination. 
Today the average loads on plant and equip- 
ment are still relatively low, and high rates 
are required to maintain idle capacity. The 
rates for electric energy are too high to en- 
courage a larger average consumption per 
consumer. Where rates have been lowered, 
consumption has increased. In general, 
rates for residential service vary inversely 
with the size of the community. The rapid 
mechanization of industry and the electrifi- 
cation of primary power equipment have 
concentrated industrial demands for elec- 
tric power in the larger industrial urban 
areas. Today two-thirds of the industrial 
demand for electric energy is concentrated 
in the cities of 25,000 and above. 


The generating and distributing of electric 
energy has come to be recognized as a pub- 
lic utility, particularly because of its monop- 
olistic character. The financial control of 
the electric power industry in the United 
States has tended toward concentration into 
a relatively few major holding companies. 
In 1933, 12 companies controlled about 50 
per cent of all electric power produced and 
served more than 50,000,000 people. In con- 
trast, while 50 per cent of the electric light 
and power establishments in this country 
were municipally owned in 1932, municipal 
plants generated only about 5 per cent of 
the electric energy produced in that year. 


OCT. 28, 1937 


_ Recognition of the problems in the power 
industry has brought with it efforts at pub. 
lic control which have taken the form of 
state utility acts and, in later years, of Fed. 
eral measures. There is little uniformity 
among state laws regulating the production, 
transmission, and distribution of electric 
power. Only within the last two years has 
the Federal government entered the field of 
regulating the electric utility industry, Fed. 
eral enterprises relating to electric utility 
regulation are the Public Utility Holding 
Company Act of 1935, the various hydro. 
electric projects now under construction, 
the Tennessee V_iley Authority, the Rural 
Electrification Administration program, and 
the Power Division of the Public Works 
Administration. 


Pers ownership and Federal control 
of public utilities are among the ob- 
jectives set forth in the NRC report. 
Transportation and electric utilities are 
first on the agenda. Already, says the re- 
port, “utilities such as electricity are, 
under the stimulus of Federal loans, un- 
dergoing a revival of the movement 
toward municipal ownership.” A study 
is recommended to “determine the feasi- 
bility of creating a unified Federal agency 
for the regulation of all forms of trans- 
port.” 

Just as certain Federal legislation, 
such as the Public Utility Act of 1935, 
was enacted on the alleged inadequacy of 
the states to deal with interstate situa- 
tions, so it is now asserted that “‘the con- 
crete facts of our urban and administra- 
tive life frequently defy state lines and 
local control.” It follows, therefore, 
under this concept, that Federal inter- 
vention is necessary. 

The NRC also recommends that “the 
appropriate Federal agency” (FPC?), 
cooperating with state authorities and 
private companies, should develop a plan 
for the codrdination of all private and 
public generating, transmission, and dis- 
tribution facilities. 

Some observers thought that they de- 
tected in the speech made by President 
Roosevelt upon the occasion of his recent 
visit to the site of the Bonneville dam 
evidence that he was at least thinking 
along the same lines as the NRC urban- 


ism committee report, if, indeed, his re- 


marks about the unhealthy growth of 
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our large cities and the need for “decen- 
tralization” were not inspired by an ad- 
vance reading of the report. 

There are some, however, including 
state commissioners no doubt, who are 
wondering if the President’s suggested 
remedy—a regional planning set-up (a 
la TVA) would prove to be a step 
toward decentralization or a step in the 
other direction. Certainly it would put 
direct domination of the cities by the 
Federal government (and the corre- 
sponding weakening of state government 
influence) upon even a stronger and more 


permanent basis than it has up to the 
present attained under the stress of 


emergency. 
—A. K. 


TECHNOLOGICAL TRENDS AND NATIONAL 
Poticy. Report by the National Resources 
Committee of July, 1937. Superintendent of 
Documents, Washington, D. C. 440 pp. 
Price $1. 


Our Citres—TuHEIR ROLE IN THE NATIONAL 
Economy. Report of the Urbanism Com- 
mittee to the National Resources Commit- 
tee. June, 1937. Superintendent of Docu- 
ments, Washington, D. C, 88 pp. Price 50 
cents, 





The Gas Industry’s Viewpoint on 
Regulation and Taxation 


MONG the addresses made at the 
A nineteenth annual convention of 
the American Gas Association, recently 
held in Cleveland, was a review of legis- 
lation and taxation problems of the gas 
industry by William A. Dougherty of 
New York. While Mr. Dougherty’s 
paper purported to look to the recent 
past, there were a number of conclusions 
in it looking towards the future which 
deserve at least the passing attention of 
those interested in the continued welfare 
of that industry. 

On the whole, Mr. Dougherty’s prog- 
nosis is scarcely cheerful from the view- 
point of the industry’s management or 
its investors. He stated: 


By nature I am an optimist, so when Sec- 
retary Poe asked me to speak about legis- 
lation and taxes I cheerfully assented. It 
was a pleasant day in June, Mr. Poe’s well- 
known persuasiveness was in high form, and 
no reason for saying no seemed apparent. 
Now, after preparing this paper, I am a con- 
firmed pessimist. No longer can I look at 
the future years with a grin. I see waves of 
taxes and legislation and regulation engulf- 
ing the natural gas industry, until scarcely 
a B.T.U, is left for the investor, all being 
divided between the tax collector in taxes, 
the consumer in lower rates, and the worker 
in higher wages. 


In the first place, Mr. Dougherty ex- 
pects that the Lea bill to regulate inter- 
state gas operations will be passed at 
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the next session of Congress. He said: 


The bill regulating the transportation and 
sale of natural gas in interstate commerce 
(H.R. 6586), sponsored by Congressman 
Lea of California, passed the House but 
failed to pasa the Senate. During hearings 
on the bill before the House committee no 
opposition was voiced by the industry, ex- 
cept to point out that expense would be 
created all out of proportion to the benefits 
to be gained. No hearings were had by the 
Senate committee and not a single word of 
protest was expressed by anyone in the in- 
dustry. In view of this lack of opposition, 
prompt passage of the bill ordinarily would 
be expected. What happened in the Senate 
justifies the conclusion that Section I of the 
bill is in error in declaring that “Federal 
regulation in matters relating to the trans- 
portation of natural gas and the sale thereof 
in interstate and foreign commerce is neces- 
sary in the public interest.” 

When the bill came up on the regular 
calendar in the Senate, a number of Sena- 
tors objected to its consideration because of 
lack of information. One Senator said he 
had heard of no demand from his state for 
its passage, and felt it would interfere with 
local regulation of rates. Even Senator 
Wheeler, who cannot be classed as an ad- 
mirer and sympathetic protagonist of the 
utility industry, said he had no personal in- 
terest in the bill. 

The chief proponent of the bill in the 
House hearings was the Cities Alliance, a 
group formed by John W. Smith, former 
mayor and now president of the common 
council in Detroit. This organization was 
formed for the specific purpose of obtain- 
ing lower natural gas rates for municipali- 
ties that were members. A membership fee, 
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based on the number of meters, was 
charged, and a paid secretary and legislative 
agent employed. We may safely conclude 
that the activity of the Alliance was in- 
spired by the officers rather than by the 
subscribing members. When the bill was in 
the House there was a Washington office 
of the Cities Alliance, and press releases 
were issued describing the broad attack to 
be made on the pipe-line barons. These 
gentlemen apparently made no effort to have 
the bill pass the Senate. 
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The mayor and a member of the council 
of the city of Cleveland appeared at the 
House hearings in favor of the bill. They 
also wanted lower rates. No one even faint- 
ly suggested that the fairness of the exist- 
ing rates be inquired into. Lower rates was 
the object. They thought the Federal gov- 
ernment might be successful in reducing 
gas rates, and we cannot blame them for 
thinking so when we recall the attitude of 
that government toward electric utilities. 
There is no real administration backing or 
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any widespread public demand for this law. 
When we consider the antipathy of the ad- 
ministration to the utilities industry, the 
very lack of any interest on its part in regu- 
lating natural gas pipe lines can only mean 
that there are no present-day evils needing 
correction. These thoughts are satisfying 
to one’s mind, but probably the bill will pass 
next session. 


SSUMING passage of the Lea bill, Mr. 
Dougherty comments on the prob- 
able attitude of the FPC as follows: 


Without going into any more detail about 
the law or its effect on the industry, we can 
be certain that the attitude of the Power 
Commission will be of the utmost impor- 
tance. Full regulatory authority over the 
interstate natural gas business is conferred 
on that commission and the discretion which 
this commission will exercise is just as 
broad as other commissions exercise in 
regulating public utilities. 

Of particular importance willbe the at- 
titude of the commission toward the sale 
of industrial gas. Except to those under- 
standing the economics involved, the sale of 
gas at low prices in competition with oil and 
coal may seem highly discriminatory against 
domestic consumers. The successful sale of 
gas to industrial customers requires a broad 
business discretion and not regulatory prin- 
ciples. At the time this bill was under con- 
sideration by the House committee, I dis- 
cussed this point with the solicitor of the 
Federal Power Commission, Hon. Dozier 
A. DeVane. He assured me that our fears 
respecting industrial gas were groundless, 
that the commission already had experience 
with dump sales of electricity by hydro 
plants, which were a comparable sale. His 
point was that to have effective regulation 
it must cover all types of sales for resale. 
The commission feels that frequently much 
good can result from authority to regulate 
even though not exercised. 


The speaker reviewed other legisla- 
tion which passed or failed to pass at the 
last session, including Senator Norris’ 
“seven TVA” bill, the wages-and-hours 
bill, Senator Minton’s prima facie origi- 
nal cost rate base bill, an omnibus public 
ownership bill for all natural resources, 
and Senator Bone’s bill restricting Fed- 
eral courts from issuing injunctions 
against local tax laws or ordinances. 
Only the last named of these has been 
enacted so far. 

After commenting on other Federal 
and state legislation, Mr. Dougherty got 
around to the subject of taxes: 


In all but four states some type of tax 
on gross revenues is levied, a form of tax 
that is more inequitable and unjust than a 
net income tax. It is a direct burden on 
every sale of gas, and you may have to pay 
it even though there is no net income left. 

The administration takes great credit for 
its support of the needy and is proud of its 
billions spent for relief. But have you heard 
any paeans of praise sung for the utilities 
for their contribution to the support of that 
one-third of our population which is “ill- 
nourished, ill-clad, and ill-housed”? In the 
early days of the depression the states knew 
from whence to siphon the money. In Ohio 
for four years the utilities have contributed 
2 per cent of their gross revenues for r 
relief. In 1936 the gas companies in Shio 
reporting to the American Gas Association 
showed gross revenues of $62,577,900, of 
which $61,097,900 represents natural gas 
revenues. One and one-quarter millions of 
dollars for poor relief in Ohio in that year 
from the gas industry! 


yey instances in New York, Ohio, 
and West Virginia, Mr. Dougherty 
found similar examples of heavy taxa- 
tion imposed on the gas industry. He 
gave an explanation for the burden as 
follows: * 


We realize that taxation is an intensely 
practical subject. The first principle is to 
tax the source that can pay. The utility in- 
dustry being a steady collector of revenue, 
there is a natural tendency to take out a bite 
as the money passes. We cannot move to 
another state where taxes are lower, but 
must stay and take it. We can’t promptly 
add it on to the sales price as can other 
industries. 

Then ease of collection and minimum of 
“squawking” rather than equitable distribu- 
tion of the tax burden have great weight. 
Of course the source of the squawk means 
much. Witness the fact that general sales 
taxes were a last resort for revenue, too 
many voters being affected. There are 
many consumers of public utility services 
and possibly a thorough knowledge of the 
indirect taxes they are paying and the cer- 
tain effect of those taxes upon rates might 
accomplish some reduction in tax spending. 
True it is that during a period of price in- 
creases utility rates lag. When the trend is 
the other way frequently the — must 
impound revenues in excess of a newly fixed 
lower rate until a permanent rate has been 
established. The customers then get a re- 
fund. But when costs rise it may take two 
years to get rates up to reasonableness, dur- 
ing which time the investors and employees 
are the ones who suffer. Eventually the rate 
must include the tax cost, and this must be 
understood by the consumer. 
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Recently, hearings on the rates of the 
Brooklyn Union Gas Company were dis- 
continued by the New York Public Service 
Commission, Chairman Maltbie stating 
there was no likelihood of a reduction in 
rates because the company was faced with 
increases in labor, material, and taxes. 


Summing up, the speaker held out 
small hope of immediate results from 
opposition to tax burdens from within 
the industry itself. In the past such op- 
position has accomplished little, but he 


ventured the thought that by persistent 
education of gas consumers on the point 
of their own stake in high utility taxes, 
some response might be developed in 
time. 

—M. M. 


LEGISLATION AND Taxation. Address by Wil- 
liam A. Dougherty. Delivered before Nine- 
teenth Annual Convention, American Gas 
Association, Cleveland, Ohio. September 
27 to October 1, 1937. 





The Necessity for Continuing 
Commission Regulation 


HOSE of us who accept for granted 

the inevitability of continuous regu- 
lation over public utilities regardless of 
their ownership or operation may well 
wonder what the public ownership advo- 
cates are going to say when regulation 
catches up with municipal, state, and 
Federal utility projects. Maybe in a to- 
talitarian state, such as the Soviet Union, 
it is possible to dispense with any inde- 
pendent authority to say yes and nay 
about public service operations by gov- 
ernment agencies, but certainly in a con- 
federated system such as the United 
States, the niceties of distinction between 
the three tiers of government—Federal, 
state, and municipal—almost demand su- 
pervisory boards. 

Professor C. O. Ruggles of the Har- 
vard School of Business Administration 
is one of those who apparently believes 
that public ownership champions who are 
so busy disparaging the effectiveness of 
state regulation of utilities and solemnly 
announcing its collapse and annihilation 
would be much better occupied if they 
busied themselves preparing the necks of 
their favorite projects for the yoke of 
regulation which is certain to be clamped 
on them some day. Professor Ruggles in 
his recent study on aspects of the organi- 
zation, functioning, and financing of state 
utility commissions is very convincing 
about the necessity for state commission 
regulation for publicly owned and oper- 
ated utility systems. He states in part: 
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The public should not imagine that a shift 
to public ownership and operation will re- 
lieve it of the task of working out a satis- 
factory program of utility regulation. A 
mayor with political ambitions may initiate 
a depreciation policy that will appear to 
make the operation of a municipal plan very 
successful during his administration. The 
most vital business problems of utilities are 
not solved by changing the form of owner- 
ship. Any fair test of the merits of either 
public or private ownership is dependent 
upon competent continuous regulation. 


Professor Ruggles reviews the ad-ent 
of state commission regulation as a sub- 
stitution for older forms of regulation 
by franchises, charters, and legislation. 
From temporary boards created to settle 
particular utility disputes, permanent 
commissions developed at first with lim- 
ited or advisory powers. Their regular 
regulatory jurisdiction first became ple- 
nary in 1907 and has been broadened and 
strengthened by statute ever since. The 
process is still going on. 


to bulk of Professor Ruggles’ study 
is given over to a careful examina- 
tion of the state commissions in practice. 
What kind of men are on them? What 
are their qualifications, salary, tenure, 
etc.? The findings are detailed but should 
constitute a valuable compilation to stu- 
dents of the technique of regulation. 
On the suggestive side, Professor Rug- 
gles favors the appointive rather than 
elective method of creating commissions, 
although he pays tribute to some excel- 
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lent work done by the elected commis- 
sioners. Regarding qualifications for of- 
fice, he seems rather lukewarm towards 
technical requirements for eligibility. 
Such, he finds, seems to be the prevailing 
attitude in any event. After all, state 
commission staffs are generally sup- 
posed to provide the purely technical 
background. 

The important part is to get generally 
qualified men with a high grade of in- 
telligence, patience, tact, tolerance, and 
courage. 

One phase of commission membership 
questioned by Professor Ruggles was the 
extent of the tendency of retiring com- 
missioners to enter the employment of the 
utilities they formerly regulated. The 
actual record of the number of times this 
has happened appears hardly worthy of 
much concern, but the professor seems to 
be impressed by the principle of the thing 
at least. He finds, in brief, that although 
most statutes prohibit commissioners 


from having any pecuniary interest in 
utilities, they do not require any period 
of time to elapse after service on a com- 
mission before the commissioner is em- 
ployed by a utility. The author feels that 
employment of excommissioners by utili- 
ties is just as important a matter of public 
interest as a commissioner’s financial in- 
terest while in office. 

Incidentally, he roundly condemns the 
deplorable tendency occasionally evi- 
denced to make commissions either a po- 
litical dumping ground for party hacks or 
a recognized stepping stone for younger 
politicians on the way up. He thinks a 
commission job should be a career, with 
sufficient salary and staff to make it at- 
tractive to able prospects. 

—F. X. W. 


ASPECTS OF THE ORGANIZATION, FUNCTIONS 
AND FINANCING OF STATE Pusiic UTILITY 
Commissions. By C. O. Ruggles, Bureau of 
Business Research, Harvard Business 
School, Soldiers Field, Boston, Mass. $1. 
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q “To provide safe operation, adequate and continuous service under 
reasonable and nondiscriminatory rates, it is essential that every opera- 
tor whether operating interstate or entirely within one state shall receive 
adequate revenue, and the rate for each transportation service per- 
formed must be high enough so that other service will not be burdened 
by unduly high rates to make up deficiencies in the carrier's revenue.” 
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Member, Connecticut Public 
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The March of Events 





Court to Reopen Original Cost 
Case 


HE Supreme Court on October 11th 

granted a petition by the railroad com- 
mission of California to review the court’s 
action on a gas rate case, involving the Pacific 
Gas and Electric Company, which was taken 
on the last day of the last term (June 1, 1937). 
At that time, the Supreme Court by a tie vote, 
4-4, without opinion, affirmed the action of 
the lower Federal court, which reversed an 
order of the California commission reducing 
the utility’s gas rates. (Lower court opinion 
reported in 13 P.U.R.[N.S.] 520.) 

The principal question at issue was the 
avowed use of original cost estimates of prop- 
erty valuation by the California commission 
in fixing the utility’s rate base. The action of 
the Supreme Court in granting a motion for 
rehearing was in itself quite unusual; and in 
view of the tie vote at the last term, there 
was speculation as to whether the recent addi- 
tion of Mr. Justice Black to the court’s mem- 
bership in the place of Mr. Justice Van De- 
vanter might have the effect of throwing the 
balance in favor of the California commission 
on the rehearing of the case. 

The court also agreed to review two other 
cases of utility interest—one presenting the 
question of whether the Federal Communica- 
tions Act of 1934 prohibits the use, as evi- 
dence, in criminal prosecutions, of contents of 
messages obtained by the tapping of telephone 
wires. The second review granted was a util- 
ity rate case which involves the question of 
whether trial courts should take judicial no- 
tice of price trends which may affect the rate 
base subsequent to the introduction of evi- 
dence. 

The Supreme Court, at the same session, 
refused to disturb, in a case involving the 
TVA, a decision by the Georgia Federal Court 
which declined to allow the Georgia Power 
Company to withdraw its suit in the Federal 
district of that state because the company had 
joined with other power companies in a simi- 
lar suit in a Federal court in Tennessee. 


Bonneville Head Named 


Ss of James Delmage Ross, a 
member of the Securities and Exchange 
Commission, as administrator of the Bonne- 
ville hydroelectric project was announced on 
October 10th by Secretary of the Interior 
Ickes. The appointment created a second com- 
missionership vacancy on the SEC, the other 
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having arisen recently when James M. Landis 
resigned as chairman to become dean of the 
Harvard Law School. 

Mr. Ross is well known as an engineer be- 
cause of his work in the development of the 
Seattle city light department, of which he is 
superintendent. 

Under the Bonnevil.e legislation the admin- 
istrator, acting under the Secretary of the In- 
terior, is charged with the duty of adminis- 
tering the transmission and marketing of hy- 
droelectric energy produced at the dam on 
the Columbia river near Portland, Ore. He 
also must prepare a rate schedule to provide 
the widest possible diversified use of the 
Bonneville current. 


Special Session Will Consider 
Regional Planning 


Pa Roosevelt on Columbus Day (Oc- 
tober 12th) pointed the November 15th 
special session of Congress to the legislative 
battle front where Democratic majorities re- 
buffed him during the session closed last 
August. 

Roosevelt in one of his “fireside chats” laid 
down for Congress an immediate domestic 
program weighted with crop control and legis- 
lation for minimum wages and maximum 
hours. His most urgent concern was the “low- 
est paid labor.” He called for congressional 
action “right away.” 

The reaction of congressional leaders was 
not enthusiastic. Republicans generally as- 
serted that no emergency exists. Ardent New 
Dealers expressed “full accord” with the 
President’s action, but Democratic Senators 
who helped defeat the President’s judicial re- 
— bill commented reservedly, it was 
said. 

President Roosevelt touched only briefly on 
foreign affairs but he warned that we cannot 
avoid war by ignoring it. 

The President placed a “decent profit” for 
business among his objectives; and said the 
government does not seek to put individuals 
out of business. He charged that “whatever 
danger there may be to the property and profits 
of the many, if there be danger” comes from 
business restraints imposed by “private 
monopolies and financial oligarchies.” These 
he promised to end. 

He said his wage and hours program, by dis- 
tributing jobs and shortening the work-day, 
should so increase consumption that produc- 
tion costs would decrease and industry would 
absorb “a considerable increase in labor costs” 
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without raising prices to the consumer. 

Of special interest to students of utility 
regulation and those interested in conservation 
were the President’s remarks to the effect that 
great public works projects, such as those he 
recently visited on the Columbia river, need a 
more businesslike system of planning and a 
greater foresight. The President said: 

“That is why I recommended to the last ses- 
sion of the Congress the creation of seven 
planning regions, in which local people will 
originate and coordinate recommendations as 
to work of this kind to be done in their par- 
ticular regions. The Congress will, of course, 
determine the projects to be selected within 
the budget limits.” 

Those concerned with the work of the so- 
called independent Federal commissions also 
followed with great interest the President’s 
statement to the effect that he would press for 
action on his bill to reorganize the Federal ad- 
ministrative agencies so as to secure a greater 
measure of central administrative control. 


REA Work Expanded 


joa REA Administrator John M. Car- 
mody on October 12th announced several 
organizational changes to speed up and con- 
solidate REA’s expanding activity in the con- 
struction of projects and the supervision of 
their operations. 

Boyd Fisher, who has been director of the 


Development Division, was appointed director 
of a newly created Division of Operations 


Supervision. The Development Division, 
whose activities in connection with the initia- 
tion of projects have been shrinking as the 
demand for projects outran the limited funds 
available, will be known as the Examining Di- 
vision. It will be headed by C. O. Falkenwald 
as acting director. 

Melvin O. Swanson resigned as chief engi- 
neer. Ward B. Freeman, who has been chief 
of the Project Control Section, will act as co- 
ordinator of engineering activity. Mr. Swan- 
son, it was said, will undertake for the ad- 
ministrator special research work relating to 
the engineering feasibility of projects. Mr. 
Freeman will direct the accelerating program 
of rural line construction. 

In commenting on the changes Mr. Carmody 
said in part: 

“We are in an expanding program. Between 
July 1st and September 17th we have approved 
$28,500,000 of construction contracts. This is 
more than the total of construction contracts 
approved in all of the last fiscal year. 

“This building program is making terrific 
demands upon the whole engineering staff at 
headquarters and in the field. More than one 
hundred project engineers, employed by the 
borrowers, must have their work coddinated 
with the work of contractors, project superin- 
tendents and REA headquarters engineers. All 
this work must be speeded up in order that we 
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may get every possible mile of line built be- 
fore winter shuts down on us in some sections. 

“Although we have already made great 
progress, we consider ourselves behind sched- 
ule in that we are not getting the lines up as 
fast as they can be erected and as we are de- 
termined that they shall be erected. 

“As a result of plans in process for months, 
we now have in the field or in training for field 
work, an enlarged field engineering staff that 
will carry out in the field the spirit of codrdina- 
tion as it is being practiced in the various 
divisions here.” 


SEC Adds New Rule 


HE Securities and Exchange Commission 

on October 5th announced the adoption of 
a new rule granting certain exemptions under 
the Holding Company Act to companies sub- 
ject to the jurisdiction of the Interstate Com- 
merce Commission. Also announced were 
amendments to three other rules. 

The new rule, 3D-8, exempts subsidiaries 
of registered holding companies which are 
subject to the jurisdiction of the ICC and 
which are not electric or gas utility companies 
or holding companies from the provisions of 
the act with respect to transactions which have 
been approved by the ICC. The exemption 
from § 9 (a) <1) by this rule is limited to cer- 
tain kinds of acquisitions. 

An amendment to 9C-3 (9) by the addition 
of clause (F) extends the types of exempted 
acquisitions acquired by virtue of a reorgani- 
zation (as defined by the rule) to include se- 
curities acquired incidentally to transactions 
exempted by Rule 3D-8 under certain circum- 
stances. 

Amendments to Rule 9C-3(5) and Rule 9C-3 
(6) both deal with acquisitions of securities 
by way of dividend where the dividend is pay- 
able either in securities or in cash or other 
property at the election of the acquiring com- 
pany. Such an acquisition is not within the 
scope of the exemption granted by Rule 9C-3 
(5), as amended, bust may fall within the ex- 
emption granted by Rule 9C-3(6), as amended, 
if the issuing company is either a majority- 
owned subsidiary or is not, immediately be- 
fore or after the acquisition, an associate of 
the acquiring company. 

The amendment to Rule 9C-3(6) also 
broadens in other respects the exemption as 
to acquisitions of securities of a company 
which was not, before or after the acquisition, 
an association company of the issuer. 

The commission also announced the adop- 
tion of General Rule 5, which deals with non- 
disclosure of information obtained in the 
course of examination, studies, and investiga- 
tions under certain sections of the act, except 
with the approval of the commission. Similar 
rules were previously adopted under the Se- 
curities Act of 1933 and the Securities Ex- 
change Act of 1934. 
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Renew TVA Fight 


Cee of the coal industry’s fight 
against government power projects, with 
particular reference to the Tennessee Valley 
Authority, was urged recently in the annual 
report of the convention of the National Coal 
Association. 

The report, prepared by Executive Secre- 
tary John D. Battle, said that “the TVA and 
other government hydro power projects, and 
other legislative proposals in the same cate- 
gory, have necessitated a continuing battle. 
The end is not yet in sight .. . We are battling 


now an attempt on the part of the administra. 
tion to set up the TVA’s ‘seven sisters’ to 
cover the entire country.” 

The “seven sisters” are the proposed seven 
hydro power districts in various sections of 
the country to develop available water power 
resources. With reference to these bills, the 
report said: 

“These bills are to be vigorously pushed at 
the next session of Congress. They are more 
destructive to representative government than 
the TVA, although patterned after the TVA, 
It is evident that we must exert every possible 
resource to combat their enactment.” 


Alabama 


Moves for TVA Power 


ONTINUING efforts to bring TVA power to 
Tarrant, the city council adopted a reso- 
lution early this month authorizing issuance 
of bonds to the amount of $200,000 to finance 
an electric distribution system in the city. 
The resolution authorized the issuance of 
200, 4 per cent revenue bonds in the denomina- 
tion of $1,000 each dated to mature from No- 
vember 1, 1941, to November 1, 1964. The 
council further passed an ordinance fixing the 
rates for current and service. The ordinance 
set tentative rates for four classes of users, 
the standard residential rate, basic industrial 
rate, and the seasonal industrial rate. The 
minimum residential rate under the standard 
residential classification was set at 75 cents 
per month per meter. 
Tarrant city voters authorized municipal 
power in an election about two years ago. 


Loses Fight on REA 


usticE Daniel W. O’Donoghue of the Fed- 

eral District Court at Washington, D. C., 
on October 7th denied the Alabama Power 
Company’s petition for a temporary injunc- 
tion restraining Rural Electrification Admin- 
istration loans to the Cherokee County Elec- 
tric Membership Corporation of northern 
Alabama. 

Dean Acheson, attorney for the power com- 
pany, announced that he would appeal to the 

F Court of Appeals. The company con- 
tended that the REA had violated the law by 
interfering with its business. Mr. Acheson 
said the electrification act was intended to 
provide government help in serving those 
areas which could not obtain power from pri- 
vate firms. 

Justice O’Donoghue also rejected Mr. 
Acheson’s suggestion for an injunction to pro- 
hibit temporarily the expenditure of Federal 
money only on those lines which would paral- 
lel the power company’s lines. It was the first 
time the REA had been named in a suit test- 
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ing its right to lend money for construction 
of power lines, 

Vincent D. Nickolson, REA counsel, argued 
that the power company was not interested j in 
serving Cherokee county rural residents until 
the codperative was formed. Then, he de- 
clared, “spite lines” were built in an effort to 
block the project. He said the company tried 
to induce farmers in the area to abandon 
their codperatives, and used “false representa- 
tion” in seeking customers for its own lines. 


Lower Power Rates Asked 


COMPLAINT against the Birmingham Elec- 

tric Co1apany, seeking reduction of two 

of the company’s commercial rates, was filed 

with the state public service commission in 

Montgomery on October 8th by attorneys for 
30 Birmingham business establishments. 

The complaint attacked rates charged by 
the company for schedule H-2, applied to 
combined lighting and power service, and 
schedule CS-2, for commercial service. 

It also charged the company had failed to 
comply with Rule 13 of the commission, 
which, according to the allegations, makes it 
the duty of the company “to determine at 
intervals not to exceed twelve months the 
lowest applicable schedule or schedules of 
rates based upon a survey of the recorded re- 
quirements of customers for service during 
the twelve monthly billing periods preceding 
the date of the study” and provides that “the 
customer shall be notified in writing if the 
survey shows a lower rate schedule ap- 
plicable.” 

The attorneys asked the commission in 
their petition to determine if this rule has 
been violated and, if it is found that it has, to 
determine the amount of damages and repara- 
tions due to be repaid to “these complainants 
and others similarly situated.” 

The complainants charged the two rate 
schedules under attack were “unjust, un- 
reasonable, unfair, excessive,.and oppressive 
and do not bear a reasonable or fair relation 
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to the cost of furnishing said service or the 
maintenance thereof, nor do the same bear 
any reasonable relationship to a fair and 
reasonable charge for such service, taking into 
consideration the cost of furnishing and main- 
taining the same.” 

The petition also attacked the “demand” 
rate of schedule H-2 as unreasonable and de- 
clared the period of time, fifteen minutes 
during any month, on which the demand rate 
is established, was too short. 


Phone Rate Cut Stands 


HE state supreme court declined on Oc- 

tober 7th to alter or remand to the state 
public service commision for “further fact 
finding” and reduction a $250,000 Southern 
Bell Telephone Company rate cut ordered 
April 2, 1936. 

The justices affirmed a Montgomery circuit 
court ruling dismissing motions filed by At- 
torney General A. A. Carmichael and Horace 
Wilkinson, attorney for the city of Birming- 
ham, demanding court review or reconsidera- 
tion of the reduction order by the commis- 


sion. The $250,000 reduction, announced by 
Governor Graves as a “compromise” after 
months of hearings, was assailed at the time 
by Wilkinson and Carmichael as “inade- 
quate,” and they contended a minimum cut of 
$450,000 to $500,000 was justified. 

When Carmichael and Wilkinson appealed 
to Montgomery circuit court from the com- 
mission’s order, the state public service com- 
mission filed an intervenor’s petition and con- 
tended, as did the telephone company, that 
the state and city of Birmingham had no 
authority to contest the order and the court 
was without jurisdiction. The supreme court’s 
decision stated : 

“The matter of rate making is legislative, 
and the courts have no right to sit as a board 
of review to substitute their judgment for 
that of the legislature or its agents in matters 
within the province of either. . .. The mere 
fact that the city (Birmingham) was dissat- 
isfied and insisted the rates should be still 
further reduced did not tie the hands of the 
commission and require it to sit silently by 
while the order that it had made was under 
attack.” 


Arkansas 


Gross revenue of the Citizens Electric Com- 
pany for 1936 was approximately $488,000, 


Files Notice of Appeal 


HE Arkansas-Louisiana Gas Company 

filed notice of appeal to the U. S. Supreme 
Court on October 8th from a state supreme 
court decision giving the state utilities com- 
mission authority to regulate sales to pipe- 
line consumers. 

The state supreme court overruled last 
spring the gas company’s contentions that its 
gas was transported in interstate commerce 
and therefore not subject to regulation by the 
utilities commission. The company pipes the 
gas from its fields in Louisiana and east Texas 
and taps the lines within the state for dis- 
tribution to consumers. The state supreme 
court last month denied a rehearing. 

In his opinion handed down last spring, 
Chief Justice Griffin Smith said the company 
“has developed a practical system, whereby, 
if let alone, more than half of its sales in 
Arkansas will escape regulation by the state.” 


Rate Cut Ordered 


HE state utilities commission on Septem- 

ber 27th issued orders for the Citizens 
Electric Company of Hot Springs to show 
cause why it should not reduce its annual 
gross revenue by $70,000, or about 14 per cent, 
and for the Hot Springs Street Railway Com- 
pany to show cause why its present transpor- 
tation facilities should be continued. Hear- 
ings on the orders will be held November Ist 
in the commission’s offices. 
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auditors of the commission’s staff said. A 
preliminary investigation of the company’s 
rates, values, revenues, and expenses was or- 
dered June 15th. The proposed reduction was 
recommended on the basis of the investiga- 
tion. It was considered probable that the de- 
partment of public utilities would suggest 
lower rate schedules if the company fails to 
reduce its rates voluntarily. 

If the Hot Springs Street Railway Com- 
pany fails to show cause why its present 
facilities should be continued it will face 
three alternatives: improve present facilities ; 
surrender the street railway franchise, or 
substitute buses for the street cars now in 
use. 

Commissioners said records in their files 
showed that for many years the railway com- 
pany’s revenues have been inadequate for 
continued operation without assistance. It 
charged that excessive earnings of the elec- 
tric company “apparently have been used to 
subsidize the street railway company.” 


Coin Phone Regulation Attacked 


fee: city of Fort Smith, in a brief filed 
with the state supreme court recently, 
charged that the state commission acted in a 
“judicial” rather than a “legislative” capacity 
last fall when it set up a schedule of telephone 
rates for the city, thereby voiding a city ordi- 
nance prohibiting pay telephones. 
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The brief was filed in the city’s appeal from 
a Pulaski circuit court decree holding that the 
state commission had authority to regulate 


telephone service in Fort Smith. The utilities 
commission contended its rate schedule was 
issued in a legislative capacity. 


California 


Phone Rates Cut 


HE state railroad commission last month 

announced a reduction of $328,000 an- 
nually in long-distance telephone rates 
throughout the state, effective November Ist. 
This was the second such reduction within a 
year. The last amounted to about $260,000 a 

ear. 

The new cut, affecting both the Pacific Tele- 
phone and Telegraph Company and the 
Southern California Telephone Company, will 
apply chiefly to distance greater than 88 
miles. It lowers rates for such from 5 cents 
to 50 cents. 

The decrease was generally opposed, but 
not contested, by telephone officials who main- 
tained that increased labor costs and taxes 
made such reductions inadvisable. In a formal 
statement they declared their desire to serve 
the public by reducing rates and expressed 
the hope that the public would respond by 
making greater use of long-distance service. 


Municipal Utility Faces Ban 


B* a vote of 4 to 1 the Glendale city council 
on October 5th took action indicating it 


would order the municipal public service de- 
partment to discontinue the sale of electric 
ranges in competition with privately operated 
enterprise. 

The action came three days after electric 
appliance dealers threatened to circulate peti- 
tions for a special election to decide the issue. 
The council instructed City Manager Ing- 
ham to work out a plan providing for the 
elimination of the sale of ranges by the de- 
partment. The controversy had been before 
the council since last July. 


Power at Stake 


wo proposals will be on the ballot No- 
vember 2nd when Redwood City voters 
will decide whether the city is going to dis- 
tribute electricity as a municipal venture. 
Under the first voters will be asked whether 
or not they wish to issue $575,000 in bonds to 
acquire the Pacific Gas and Electric Company 
properties through eminent domain proceed- 
ings. Under the second voters will be asked 
to issue this amount of bonds either to finance 
a competing system or for purchase of the 
Pacific Gas and Electric system through nego- 
tiation with the utility. 


Colorado 


Plan Raise in Utility Values 


| ° lage nstcenprmior by the governor’s ad- 
visory council for increases in the as- 
sessed valuation of public utilities, including 
the railroads, and certain real estate were pre- 
sented to the Colorado state board of equali- 
zation recently. 

The advisory council, in a report signed by 
R. G. Montgomery, state budget and efficiency 
commissioner, suggested that: (1) valuation 
of utilities, including the railroads, be raised 


to 70 per cent of the valuations they use for 
rate-making purposes; (2) valuations of other 
real property be increased in proportion to 
the actual increase in their value. 

No action was taken on the recommenda- 
tions at the meeting, the board giving its at- 
tention to an argument by Professor G. S. 
Klemmedson of the Colorado state college for 
an increase in utility valuations. Klemmed- 
son, who has been detailed to special service 
for Governor Teller Ammons, assailed utility 
valuations as too low. 


Georgia 


Delays Power Hearings 


T= state public service commission re- 
cently postponed until “the first part of 
next year” a hearing on commercial rates of 
the Georgia Power and Light Company. The 
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company, serving a large section of south 
orgia, was cited to show cause why its 
commercial rates should not be reduced. 
A reduction in residential rates already has 


‘been ordered by the commission in an agree- 


ment with the company. 
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Indiana 


Tax Law Appealed 


YB city of South Bend on September 30th 
asked the U. S. Supreme Court to declare 
unconstitutional an Indiana law which re- 
quires municipal utilities of that state to pay 
county and state taxes. 

The city’s petition asked the court to re- 
view a decision of the Indiana tribunal which 
had upheld the validity of the act. Prior to 
1933 municipal utilities in Indiana were tax 


exempt but the state legislature in that year 
enacted a law requiring them to pay the state 
and county levies. 

South Bend, which owns its own water 
plant, filed suit against the law, contending it 
was invalid. The state supreme court upheld 
the constitutionality of the act several 
months ago. The Indiana Municipal League, 
which includes most of the cities in the state 
owning their own utilities, joined in carrying 
the fight to the U. S. Supreme Court. 


lowa 


Power Test Dropped 


NE of the tests of the Public Works Ad- 
ministration’s constitutional authority to 
finance publicly owned hydroelectric plants in 
competition with private enterprise was 
abandoned when the U. S. Supreme Court, on 
agreement of counsel, on October 5th dis- 
missed the suit affecting Iowa City. The 
Iowa community has decided not to build a 
municipal plant. The PWA had arranged a 
grant of $413,000 to the $1,000,000 project. 
Abandonment of the Iowa case did not, 
however, affect a similar suit of the Alabama 
Power Company against loans to various 
towns in that state. The Supreme Court 
agreed last spring to hear argument on this 
case and the test remains. before the court. 


Power Co-op Gets Allotment 


HE Rural Electrification Administration 
recently announced a $100,000 Iowa allot- 
ment, but said this marked no determination 


of policy as to the future REA program in 
that state. The funds were made available to 
the Grundy county rural electric codperative 
of Grundy Center, for further construction of 
249 miles of lines supplying electrical energy 
to about 900 customers. 

The codperative previously had received 
$100,000 and is in line for a further smaller 
amount when additional funds are available, 
REA representatives said. 

The REA had been holding up the Iowa 
program pending a determination of responsi- 
bility of cost of eliminating interference 
which power lines were said to be causing on 
rural telephone lines. The REA said that if 
its borrowers were required to make the in- 
terference-elimination changes a redetermina- 
tion of costs of the projects, for which it was 
prepared to lend REA funds, would be neces- 
sary. 

In the case of the Grundy county codpera- 
tive, an agreement provided that telephone 
companies would make no claims for “induc- 
tive or conductive interference.” 


Kentucky 


oring to work out a system of maintaining con- 


Plan Rate Body 


german se of utility companies oper- 
ating in Kentucky agreed at a recent con- 
ference held at Frankfort to codperate with 
the state public service commission in endeav- 


tinuous inventories for rate-making purposes. 

Each group of utilities, telephone, electricity, 
gas, and water, named a committee of three 
men to consult with the accounting staff of the 
state commission. 


Massachusetts 


Withdraws REA Loan 


8 wee for the Bay state’s only rural electri- 
fication project, organized to bring electric 
power to 680 isolated farms in Franklin, 
Hampshire, and Berkshire counties would be 


withdrawn because of the failure of the state 
department of public utilities and Chairman 
A. C. Webber to codperate in the program, it 
was learned recently from officials of the 
Rural Electrification Administration. 

John M. Carmody, chairman of the REA, 
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was to issue an administrative order revoking 
an earmarked loan of $255,000 to the Tri 
County Electric Company, The Farmers’ 
Coéperative, and the money will be used for 
electrification projects in other states. 

This action, officials said, was taken with 
the greatest reluctance, since the Tri County 
farmers will be precluded from seeking an- 
other loan for at least a year, and private 
power companies have confessed their in- 
ability to serve the remote and thinly popu- 
lated area. 

However, the opposition to the program, 
both by the state utilities commission and by 
private power companies, it was said, has 
been so strong that REA despairs of approval 
by the state commission, and has decided the 
funds can be used profitably in other sec- 
tions of the country. 


Fix French Phone Price 


HE monthly service charge for the use of 
hand telephone sets or so-called French 
phones was ordered abandoned last month by 
the state public utilities commission. In place 
of the monthly charge the commission estab- 
lished a cost price of $1.40 for the substity- 
tion of a French phone for the old-fashioned 
standing set. 
In the past the companies charged 15 cents 
a month for eighteen months for the use of 
French telephones. Recently they applied to 
reduce the monthly charge to 10 cents a month 
for twelve months, but sought to add a flat 
charge of $1.50, makir.z a total price of $2.70 
for one of the special sets. The order of the 
commission would result in a saving of $1.30 
for the subscriber. 


Minnesota 


Gets Power Ruling 


TTORNEY General William S. Ervin on Sep- 
tember 30th said the city of Rochester 
may sell surplus electrical energy from its 
municipally owned light and power plant 
without jeopardizing its plants and physical 
properties from their tax-exempt status. 
That advice was given the Minnesota tax 
commission with reference to its power to tax 


Rochester’s hydroelectric plant situated in 
Wabasha county. 

Rochester has two plants, one in the city 
and the other in Wabasha county, and re- 
cently made improvements on both to allow 
for future expansion. As a result, there has 
been a surplus of electrical energy. The city 
proposed to sell this power to the Goodhue 
ay Rural Codperative Association, it was 
said. 


New York 


Hand Phone Fee Ended 


HE New York Telephone Company was 

ordered by the state public service com- 
mission on October 5th to discontinue the 10- 
cent monthly charge on handset telephones 
beginning January Ist. 

Elimination of the monthly charge will 
bring an annual saving of $625,000 to 1,558,891 
subscribers throughout the state. As a result 
of this order and one issued last February 
eliminating the charge to subscribers who 
had made payments for a 2-year period or 
more, total savings to subscribers will be be- 
tween $2,150,000 and $2,220,000. 

The New York Telephone Company an- 
nounced it had agreed to comply with the 
order “with reservations as to what action 
might later become necessary.” The commis- 
sion pointed out that, with the handset re- 
duction order in May, 1933, and including the 
present order, various reductions in both local 
and toll rates now total about $7,000,000 an- 
nually. In the same period taxes will have 
increased about $17,000,000 annually, it said. 

The commission acted on the recommenda- 
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tion of its chairman, Milo R. Maltbie, who 
conducted negotiations with the company. 
Mr. Maltbie said: 

“The legislature of 1937 increased the tax 
burden of the company; but there has also 
been an improvement in business conditions 
since the first of the year. This improvement 
was quite marked until recently and might 
have justified an immediate elimination of the 
handset charge had it not been for the in- 
crease in taxes.” 


Municipal Plants Ordered to 
Pay Interest 


HE state public service commission re- 
cently ordered all municipal electric 
plants in New York state to pay the legal 6 
per cent interest rate to consumers who have 
made deposits to secure payment for electric 
service and to credit such interest on bills at 
regular 2-year intervals. The order also pro- 
vided that the amount of deposit which a 
municipal electric plant may require shall not 
exceed the estimate of two months’ bills. 
Interest on deposits required by municipal 
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utilities is to be credited on bills submitted 
after October Ist of each odd-numbered 
year and paid to the depositor if the deposit 
is returned prior to that time, according to 
the commission’s order. The order also pro- 
vides that municipalities now requiring de- 
posits shall credit depositors with all accumu- 
lated interest on the deposit at the rate now 


allowed by the municipality, to November 1, 
1937, on the next bill submitted after Decem- 
ber 1, 1937. 

The commission’s rules governing require- 
ment of deposits by municipal electric plants 
become effective November 1, 1937, and will 
continue in effect for three years unless other- 
wise ordered by the commission, 


Ohio 


Gas Controversy Hearings 


OSSIBILITY that the hearings on the appeal 
Pot the Ohio Fuel Gas Company on the 48- 
cent rate ordinance, pending before the state 
utilities commission, may extend into 1938 
was indicated recently by James W. Huffman, 
special counsel for the city, as further efforts 
were made to break down valuations of gas 
properties held by the company under lease 
and in fee. 

Huffman asserted that “as long as the com- 
pany places upon the witness stand witnesses 
for both the Ohio Fuel and the United Fuel 
Gas, we intend to cross-examine them upon 
their testimony.” He pointed out that after 
company witnesses have been cross-examined 
the city will present its witnesses and that 
after cross-examination by the company 
briefs will be filed and the disposition of the 
case placed in the hands of the state commis- 
sion, 


Rejects Gas Plan 


Hens a plea that Akron should get the 
equivalent of $900,000 before settling 
its 6-year rate stalemate with the East Ohio 
Gas Company, the city council recently re- 
jected a proposal which Councilman Edmund 
Rowe offered as giving Akron approximately 
the Cleveland rate. Rowe’s offer was re- 
jected by a 10-to-2 vote. 

Rowe proposed taking a $300,000 refund al- 
lowed by the state public utilities commission 
in the Akron case, asking the company for 
$120,000 allowed it for litigation cost and for 
an additional $50,000 to pay part of Akron’s 
rate fight. Rowe explained that his plan 
would mean approximately the Cleveland 
rate from tke time that became effective to 
May, 1937, and would allow the company to 
collect for three more years the present dis- 
puted average rate of 64.5 cents a thousand 
cubic feet. 


Pennsylvania 


He predicted that even if the city desired to 
enter a lease under the terms ty ope by 


Municipal Operation Asked 


FFERING his “final word” on the pending 
municipal gas lease, Mayor S. Davis 
Wilson told the Philadelphia city council, as 
it resumed hearings in the lease on October 
8th, that he would veto any contract which 
did not contain a provision for a 50-cent gas 
rate and concluded his statement with a 
lengthy argument for municipal operation. 
Referring to the United Gas Improvement, 
he read from a prepared paper 10 reasons 
why he thought that company should not be 
given a renewal of its present lease expiring 
December 31, 1937, to operate the city-owned 
gas plant. While some of the 10 reasons 
seemed to duplicate each other, it was said, 
in brief they were based on the Koppers Coke 
contract, which U.G.I. made during the life 
of the present lease, and under which, accord- 
ing to testimony given at the hearing, the 
city at the present time is now purchasing 
seven-eighteenths of the gas consumed in 
Philadelphia at a price 14 cents higher than 
gas is now being made in the city plant. 
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U.G.L, it would not be passed by the state 
public utility commission, naming as an ob- 
jection the proposed $600, management 
fee. For the past ten years under the present 
lease the U.G.I. has received a fee of $800,- 
000 annually. 

Referring to the new offer of U.G.I. made 
by its president, John E, Zimmermann, 
which included a “trial rate” under which re- 
ductions would be made to consumers of 
more than 2,000 feet, Mayor Wilson said the 
offer was “ridiculous and entirely unsatisfac- 
tory.” 

Taking up the question of municipal opera- 
tion to which there is considerable opposition 
in the city council, the mayor reviewed the 
history of the city’s successful operation of 
the municipally owned water plant. He said 
that the engineering problems in connection 
with the operation of the Philadelphia 
municipal water plant were much more in- 
volved and intricate than in the operation of 
the gas plant. 
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Refund Order Becomes 
Permanent 


Ts state public utility commission on Oc- 
tober 8th made permanent its temporary 
order of June 1st requiring utility companies 
to refund deposits to customers who have paid 
undisputed bills for twelve consecutive 
months. 

The order requires the companies to pay 
interest of 6 per cent on the deposits and 
prohibits deductions for taxes. It defines an 
undisputed bill as “one which has been paid 
with or without discount or penalty within 
sixty days following the period for which the 
bill was rendered, or one that has been paid 
within thirty days following presentation of 
the bill.” 

Persons eligible for refunds cannot subse- 
quently be required to post deposits with the 
same company for service, under the order, 
“unless the service has been discontinued and 
the customer’s credit standing impaired 
through failure to comply with the company’s 
tariff provisions.” 

Companies are allowed, however, to require 
deposits of customers who have not become 
eligible for refunds and all new customers. 
The minimum deposit is $5, the maximum not 
to exceed the “estimated gross bill for any 
single billing period plus one month.” The 
commission announcement said: 

“Ready-to-serve or other charges for which 
no given amount of service is included, are 
prohibited except that until otherwise ordered 
by the commission, electric utilities may im- 
pose such charges if based on kilowatts of 


demand. Minimum or initial charges, includ. 
ing a given amount of service, are allowed.” 

Toll bridges and tunnels, pay telephones 
and prepayment gas meters were unaffected 
by the order. 


Rate Slash Ordered 


HE state public utility commission’s order 

of October 7th clipped off more than half 
of the estimated net profits of the Solar Elec- 
tric Company. The commission’s order as- 
sured that 1,100 of the company’s 1,600 cus- 
tomers would get immediate and substantial 
savings. Although sr-all in amount, the cut 
was said to represent one of the most drastic 
cuts imposed by the commission since it be- 
gan using its new and wider powers. 

The reduction climaxed an 8-year fight by 
residents and officials of Brookville to get 
lower rates. The case had been pending since 
1929 when the new commission took charge 
of it four months ago and speeded action. 

Chief features of the commission’s order 
included (1) simplification of the company’s 
rate schedule by elimination of 15 compli- 
cated schedules and the establishment of one 
rate schedule for all classes of consumers, 
except street lighting; (2) elimination of a 
95-cent “service charge” for which the con- 
sumer got no current and substitution of a 
50-cent minimum charge for which seven kilo- 
watt hours is given; (3) fixing of the com- 
pany’s fair value tentatively at $200,000 and 
the allowable profit at $12,000 instead of the 
$25,000 it was estimated the company ‘would 
earn this year under the old rates. 


South Carolina 


Phone Probe Averted 


SWEEPING investigation of telephone rates 

in South Carolina was held averted 
recently in view of an agreement reached be- 
tween the state public service commission 
and the Southern Bell Telephone Company. 
The company offered, after a long series of 
conferences, a voluntary reduction in rates 
which the commission accepted. 

The commission announced that an agree- 
ment had been reached which would assure 
“substantial reductions” for users of tele- 
phones in the Bell system and in some of the 
independent systems in the state. An ad- 
vantage in the new plan of rate reductions, the 
schedules for which were being worked up, 
was that the cuts would come into effect on 
bills for November, it was pointed out. Often, 
it was explained, there are long delays when 
reductions are brought about by investigations 
and orders. 

The new reductions resulted under an act 
of the general assembly which specified that 


OCT. 28, 1937 


in the event the telephone companies of the 
state did not offer reductions satisfactory to 
the commission by October Ist, the commis- 
sion was authorized to proceed with an in- 
vestigation, the goal of which would be en- 
forced reductions. 


Santee Injunction Given 


T= U. S. Circuit Court of Appeals on Oc- 
tober 1st granted a temporary restrain- 
ing order to prevent start of construction of 
the PWA $37,500,000 Santee-Cooper power 
and flood control projects in South Carolina. 

The order, entered by the court with the 
consent of counsel on both sides, allowed con- 
struction to be held up provided a total of 
$750,000 not be withheld from the South 
Carolina Public Service Authority by Secre- 
tary Ickes and the PWA. Of this amount 
$150,000 was allowed for expenses of litiga- 
tion, $350,000 for obtaining an option on land 
and timber but not for purchase, and $250,- 
000 for engineering expenditures, including 
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feld surveys, investigations, and temporary 
required structures. 
The case is to be set for hearing during the 


January term of the U. S. Circuit Court of 
Appeals after which a final decision by the 
Supreme Court is expected. 


Texas 


New Tax Bills 


HE state House Revenue and Taxation 

Committee early this month recom- 
mended a $10,000,000 omnibus tax bill, ap- 
proved an ad valorem assessment equiliza- 
tion bill, and scheduled hearings on other 
measures in a campaign to raise $15,000,000 
new revenue. 

Under the new bills, the levy on natural gas 
would be increased from 3 per cent to 4.4 per 
cent of its market value. That rate also would 
apply to imported gas when sold within the 
state, provided no severance tax had been im- 
posed on it by the state in which it was pro- 
duced. The existing levy on the production 
and sale of gas yields $600,000 a year and it 
is estimated that the higher levy proposed by 
the pending bill would yield $1,000,000. 

The levies on the gross receipts of tele- 
phone companies, now 14 per cent on those 
derived from business outside of incorporated 
cities and towns and within such cities and 
towns of less than 2,500, 12 per cent on busi- 
ness done in cities of more than 2,500 and not 
more than 10,000, and 2 per cent on business 


done in cities of more than 10,000 would be 
increased to 2, 24, and 3 per cent, respectively. 
The revenue would be increased from $656,- 
000 to an estimated $875,000. 

Utility companies—gas, electric light and 
power, waterworks and light—now pay seven- 
tenths of one per cent on gross receipts in 
towns of from 2,500 to 10,000 and 18 per cent 
on receipts in towns and cities of more than 
10,000. Under the pending bill the rates would 
be one per cent and 2 per cent. As reported, 
the bill proposed to levy one per cent on re- 
ceipts in towns of from 500 to 2,500, but that 
bracket was stricken out by the committee in 
deference to the argument that it might oper- 
ate as a hindrance to rural electrification 
projects, with the result that the gross re- 
ceipts which utility companies derive from 
towns of less than 2,500 will continue to be 
exempt from taxation. 

However, it was argued that a levy on that 
category of receipts of private utilities would 
be advantageous to municipal plants in their 
efforts to serve rural communities, and that 
argument may be presented to the house when 
the bill is taken up for consideration. 


West Virginia 


Takes Jurisdiction 


HE farmers’ codperative associations 

financed by the Federal Rural Electri- 
fication Administration in Harrison and 
Hardy counties will be required to obtain 
certificates of convenience and necessity from 
the state public service commission, the com- 
mission announced last month. 

The commission’s statement followed con- 
ferences between representatives of the co- 
Operative associations, the REA, and officials 
of the road commission, attorney general’s 
office, and public service commission, in an 
effort to obtain permission to construct elec- 
tric power lines on rights of way of the 
state road system. 

The attorney general in an opinion prepared 
by Forest B. Poling, an assistant, recently de- 
clared that before the road commission should 
grant a permit, the question of whether or 
not the codperative association is a public 
utility should first be settled. by the state pub- 
lic service commission, subject to supreme 
court review. The attorney general said his 
office is not a fact-finding department and has 
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neither the authority nor the mechanics for 
such an investigation. 

Chester Lake, REA counsel, and Allen 
Moore, REA field representative, conferred 
with Poling in an effort to convince him that 
the codperatives were not utilities. Poling, 
however, reiterated the opinion that the pub- 
lic service commission or the courts should 
determine their status. 

The commission said that facts and cir- 
cumstances indicated that the public service 
commission law of West Virginia applies to 
these cases and said codperatives are subject 
to the state law; and that, therefore, such co- 
Operatives should procure certificates of con- 
venience and necessity from the commission 
before applying to the state road commission 
or other governmental agencies for fran- 
chises or permits to use and occupy streets 
and highways in the state. 

REA officials subsequently said the admin- 
istration did not feel that the state had suffi- 
ciently clarified its position. They said no court 
case existed until a ruling could be obtained 
on the state attorney general’s opinion that the 
question is a matter for the courts. 


OCT. 28, 1937 








The Latest Utility Rulings 





New York Court Sustains Commission Rulings 
on Valuation 


RATE order of the New York com- _ the hearing and the commission decision, 

mission was sustained by the court but the court said that the party who 
of appeals against attacks by the utility attacks the correctuess of the decision 
based largely upon criticism of valuation must show that intervening events have 
methods. Moreover, the court could not destroyed the force of the opinion testi- 
say that in 1933 a rate of return of 6 mony. The court continued: 
per cent was unreasonable for a water 
utility. 

A determination of fair value based 
largely upon reproduction cost during a 
period of depression prices was upheld. 
The court refused to weigh the evidence 
or to substitute its judgment for that ; ‘ 
of the commission on questions of fact. No error was found in the action of 
It recognized that current or spot prices the commission in giving preponderant 
fluctuate and reproduction cost based on Weight to cost of reproduction less de- 
such prices constitutes a variable meas- Preciation over historical value, cost to 
ure of value, but in the words of the the utility company, or book value. The 
court: company had acquired the assets of ex- 

Even so, the cost of reproduction at cur- a ee. exchenge Sor 
rent or spot prices is a factor to be con- capital stock and bonds. The original 
sidered, and at times, indeed, the dominant or historical cost of the property so ac- 
factor in fixing present values, and a value quired did not appear, and there was 

Sony oe tatere neharting point for nothing to show that it had any relation 

though lose on past experience, is comes to the amount of the purchase price in 

tain, and the probable trend of prices is a stocks and bonds. The amount shown 
matter upon which the opinion of qualified upon the books of the original com- 

—— of ae —_ economic his- panies was only a fraction of the new 

eee ete book value attached to the same assets 

The opinion or prophecy of expert after they were bought by the company 
witnesses as to the continuance of low under investigation. People ex rel. Con- 
prices had been proven wrong by events solidated Water Co. of Utica v. Maltbie 
occurring during the interval between ef al. 275 N. Y. 357, 9 N.E. (2d) 961. 


e 


Commission Establishes Term of Contract for 
Resale Service to Municipalities 


The commission in determining the rates 
for the future could act only upon data 
known at that time. The determination must 
be based upon prediction and is not invalid 
if it is based upon prediction which is rea- 
sonable. Otherwise rates could never be 
fixed in advance. 


i ee ee ee ee een ee ee 8 


HE Wisconsin commission held any particular schedule of rates for re- 


that the broad powers conferred 
on the commission by statute gave it au- 
thority to prescribe the term of a con- 
tract as a condition of availability of 


sale service, although counsel for mu- 
nicipalities contended that the commis- 
sion had authority only to prescribe the 
rate. Municipalities are given the right 
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by statute to contract for light or heat. 

The commission took the position that 
the term of a contract for resale service 
is a vital and essential part of the rate 
and should be prescribed as a condi- 
tion of its availability. Reference was 
made to the type and character of these 
resale contracts, which differ in many 
respects from ordinary commercial con- 
tracts. Both the utility company and the 
municipality purchasing power are sub- 
ject to certain restrictions because of 
the public interest involved. The mar- 
ket is highly competitive and hence the 
retention of resale customers is beset 
with uncertainty. The commission said 
in part: 


Under ordinary conditions the municipali- 
ties are free to shop around for a source of 
supply and choose that which they think 
would best suit their needs. The fact that 
the alternative source of supply finally 
selected may result in higher costs of energy 
is no barrier. On the other hand, the vendor 
utility is not free to select its customers 
but must serve all customers within its 
territorial confines under reasonable exten- 
sion rules. Except as the vendor utility 
obtains indeterminate permit or other 
operating rights in municipalities, it is 
limited in its territorial expansion. Its prob- 
lem with respect to its other customers who 
are in a position to utilize alternative sources 
of supply is not so serious as in the case of 
municipal resale service. Such service is 
sold largely on a cost basis and, other things 
being equal, industrial customers prefer in- 
vesting money in materials and processing 
equipment rather than electric generating 
facilities. This is particularly true of those 
industries which require a frequent turnover 
of invested capital to produce a profit. Be- 
cause of the preponderance of fixed charges 
in the cost of generating electricity, invest- 
ment in such equipment has a notoriously 
low rate of turnover and is not attractive 
to industrial customers unless substantial 
savings in costs can be demonstrated. 


There are other distinguishing factors in 
municipal resale service such as the degree 
of voltage regulation, the necessity for con- 
tinuity of service, the customer’s lack of 
control over its energy requirements, etc., 
which distinguish it from other classes of 
public utility business rendered by the ven- 
dor. All of the factors enumerated, as well 
as others, combine to make resale business 
relatively expensive to serve and hard to 
hold. 


In the case of large industrial cus- 
tomers, it was pointed out, the utility 
company can be fairly certain of retain- 
ing the business so long as the utility’s 
energy costs compare favorably with 
those which could be obtained by other 
methods. Furthermore, even if some 
industrial customers are lost, the invest- 
ment is not serious since most industrial 
customers are located in urban areas 
where facilities are used jointly to serve 
a number of customers. These other 
customers provide a diversity in the use 
of the distribution facilities, thereby 
reducing the unit investment per cus- 
tomer. This situation does not obtain 
in the case of resale customers, 

A 10-year contract period for exist- 
ing resale customers was held to be un- 
reasonable, although such a term was 
held to be reasonable for the initial serv- 
ice period of new customers requiring 
special additional investment in excess 
of five times the anticipated annual 
revenue. The commission held to be 
reasonable a contract term of ten years 
with a cancellation privilege at the ex- 
piration of five years as a condition of 
availability of such rates for existing 
customers, and for new customers after 
the expiration of an initial 10-year term. 
Re Northern States Power Co. et al. 
(2-U-657). 


e 


Emergency Rate Increase to Cover Emergency 
Tax Is Denied 


N application by the Wisconsin Tele- the purpose of reimbursing itself for the 
phone Company for authority to payment of an emergency tax assessed 
impose a temporary surcharge of 4.4 per against it for the fiscal year 1936-1937 
cent on its local exchange rates, with was denied by the Wisconsin commis- 
certain miscellaneous rates excepted, for sion. 
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The commission took the position that 
although it was empowered by statute 
to authorize a temporary increase in 
rates to enable a public utility company 
to reimburse itself for the payment of 
the tax, in the same manner as it would 
be empowered to enable the company to 
meet any other unforeseen and unusual 
expense threatening to injure the com- 
pany, this was an extraordinary power 
to be used only under extraordinary cir- 
cumstances. Only such circumstances as 
constitute an emergency to the public 
or to the utility, it was said, justify its 
exercise. 

Even though the rate of return for 
1937 should, by reason of the emer- 
gency tax, fall below a full reasonable 
normal rate, the commission was of the 
opinion that this result of itself would 
not necessarily constitute an emergency 
justifying a temporary increase in rates 
in order to meet it. The commission, 
in its opinion, made the following state- 
ment: 


Rates cannot practicably, and need not 
legally, be adjusted and readjusted for every 
unusual or unforeseen nonrecurring expense 
to which a utility is put, and the evidence 
here fails to justify a finding that a sufficient 
exigency exists in the situation to warrant 
an exercise of emergency powers. It is not 
necessary that the emergency be a life-or- 
death matter or that a utility be brought 
to the brink of bankruptcy before the com- 
mission may properly exercise its emergency 
powers; but the emergency must be a real 
and substantial one, and at least commen- 
surate with the remedy sought. Here the 
business of the applicant has improved and 
it is improving with the upturn of business 
activity ; it declared a dividend of 6 per cent 
on its common stock at the end of 1936; its 
solvency and credit are not threatened; its 
ability to continue to render service to the 
public is unimpaired; and no such depriva- 
tion of a fair return on its property as 
would require emergency relief has been 
shown. The granting of substantial wage 
increases so late as June 7, 1937, does not 
indicate an alarm on the part of the man- 
agement for the financial stability of the 
company. 


Re Wisconsin Telephone Co. (2-U- 
1088). 


e 


Discrimination in F urnishing Electric Service 
for Submetering 


JUDGMENT against an electric com- 

pany for damages on account of 
discrimination in furnishing electricity 
for submetering to tenants was sus- 
tained by the supreme court of Rhode 
Island, although an interest allowance 
on damages awarded was modified. The 
court held that the company could not 
lawfully deny service to be resold to 
tenants through a master meter when it 
was furnishing such service to others 
under the same conditions. 

The court first disposed of a conten- 
tion that the trial court was without 
jurisdiction of the case because the state 
division of public utilities had primary 
jurisdiction. In the opinion of the court 
there was no good reason for construing 
the state Public Utilities Act as the In- 
terstate Commerce Act had been con- 
strued. It was said that under the latter 
act, if actions requiring determination 
of the reasonableness of established 
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rates, regulations, practices, and the like, 
could be brought in the district courts 
of the United States, the same questions 
might be decided differently in many 
different parts of the country and the 
result might be chaos. Such a result 
would defeat the obvious purpose of that 
act. But under the state law there would 
be no such difficulty ; the statute should 
therefore be construed in accordance 
with its express language. Under the 
Interstate Commerce Act the commission 
has power to award damages, which is 
not the case under the state law. 

The plaintiff was not attacking the 
reasonableness or validity of a rule or 
practice of the utility in giving service 
through master meters. It charged 
either a violation or discrimination in 
the enforcement of that rule or practice. 
The court was not concerned with the 
question whether the utility was to be 
compelled to sell electricity to be re- 
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metered and resold at retail to the ulti- 
mate consumer by either the landlord or 
its agent. 

Upon a consideration of all the evi- 
dence and circumstances presented, the 
court could not say that the decision on 
the question whether there was discrimi- 


nation without substantial grounds be- 
cause of different circumstances was 
entirely without support in the evidence 
or that the decision on this issue was 
clearly erroneous. Main Realty Co. v. 
Blackstone Valley Gas & Electric Co. 
193 Atl. 879. 


e 


Permit for Dam Denied to Preserve 
Scenic Beauty 


RESERVATION of natural scenic beauty 
P as an idealistic objective has been 
forced to give way before the onrush of 
civilization with its demands for satis- 
faction of material needs. Aesthetic con- 
siderations have received some recogni- 
tion in zoning laws and other restrictive 
regulations, but it was for the Wisconsin 
legislature to enact a statute for the pur- 
pose of preserving the natural beauties 
of its water courses. The statute reads: 

The enjoyment of natural scenic beauty is 

declared to be a public right, and if the 
commission shall find that the construction, 
operation, or maintenance of a proposed dam 
is contrary to the public interest, when the 
public right to the enjoyment of natural 
scenic beauty is considered, no permit shall 
issue. 


Acting under this statute, the Wiscon- 
sin commission has denied a permit to an 
industrial company to construct, operate, 
and maintain a dam across the Potato 
river. The commission observed that be- 
cause of the outlook for sale of the com- 
pany’s products there was no economic 
need for the development, but the deci- 
sion was placed primarily upon the 


ground that any advantages would be 
counterbalanced by the fact that the 
waterfalls and cataracts for about one 
mile of river would be forever destroyed, 
and that the sudden rising and falling of 
water in the stream would destroy fish 
life. The commission described the 
stream, stating: 

It contains many cataracts, rapids, and 
waterfalls and flows through deep and wide 
gorges of great scenic beauty. There are 
no dams in the river. Its flow is unimpeded 
by the works of man from its source to its 
mouth. It is and has been a trout stream of 
considerable importance. No sewage or in- 
dustrial wastes contaminate its waters. Long 
stretches of the river have many cataracts 
and rapids which are visible from numerous 
vantage points along its course. It is one of 
the few scenic streams in the state un- 
spoiled by man. 


The advantages which the public would 
derive from the proposed development 
would be that a town would derive more 
taxes from the lands in question and the 
hydro plant and the industry in connec- 
tion therewith would give employment 
to a few men. Re Mellen Granite Co. 
(2-W P-326). 


7 


Refinancing Authorized to Eliminate Bond Issues 


N electric utility was permitted by the 
New Hampshire commission to 

issue common stock for the purpose of 
redeeming and retiring all the outstand- 
ing funded debt. A capital structure con- 
sisting entirely of common stock, in the 
judgment of the commission, constitutes 
from many points of view “the most 
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flexible, and therefore the most desir- 
able, type of financing possible.” 

The commission said that the prudence 
of a utility management failing to ex- 
plore and exhaust the possibilities of ad- 
vantageous refinancing under prevailing 
conditions might well be questioned 
seriously. Concerning financing, it said: 
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During recent months the prevailing con- 
ditions of the money market have created 
particularly favorable opportunities for re- 
funding operations whereby utilities might 
effect substantial reductions of their pay- 
ments for borrowed capital, and thus of the 
ultimate costs of their service. In the long 
run such savings must react to the general 
benefit of the public which is served. Tak- 
ing advantage of these conditions, certain 
of the major electric utilities operating in 
New Hampshire have, with the encourage- 
ment of this commission and under its newly 
adopted policies with respect to competitive 
bidding, engaged in an extensive refinancing 


funding has accomplished a reduction of 
the average coupon rates on the securities 
involved from approximately 5 per cent to 
roughly 3% per cent, permitting an apparent 
saving of about $675,000 annually. Weigh- 
ing the premiums received against the neces- 
sary costs of refinancing and the unamor- 
tized balances of debt discount and expense 
outstanding against the retired securities, it 
is not unlikely that the annual savings have 
in fact exceeded that figure. Projecting these 
cumulative savings over the 25-year average 
life of the new issues yields an aggregate 
economy of at least $16,875,000. 


program, during the course of which more A F 
than $45,000,000 of securities have been is- Re Granite State Electric Co. (D-F1844, 
sued and sold competitively... . This re- Order No. 3318). 


7 


Commission Decision on Status of Affiliated 
Distributing Company Sustained 


HE appellate division of the New 

York supreme court upheld an 
order of the state commission [13 
P.U.R.(N.S.) 101] directing the Iro- 
quois Gas Corporation to carry in its ac- 
counts and to report receipts from gas 
produced by the affiliated United Com- 
pany and delivered to the Iroquois as re- 
ceipts from the sale of gas purchased 
from the United. The terms of a con- 
tract between these companies made the 
transaction one of agency, the Iroquois 
acting for the principal. The court said: 


No disclosure is made as to why the com- 
mission is interested in having the accounts 
and reports indicate a sale, or why the com- 
pany so strenuously objects to making the 


that financial loss will result to it by observ- 
ing the order. In determining the real rela- 
tion, the language of a contract between two 
wholly owned subsidiaries of one holding 
company is of much less importance than 
the facts surrounding the transaction. It is 
hardly to be assumed that the commission 
has made this order for the purpose of 
marching the Iroquois up the hill and then 
to march it down again. Rather |, would 
assume that the commission believes the 
transaction to be a purchase and sale, and 
that the written contract indicating agency 
would befuddle the issue in a proceeding to 
fix a fair and reasonable rate to be charged 
consumers. Separate corporations, with 
common stock ownership, should not be 
treated as individual entities if thereby rea- 
sonable regulation is hampered. 


Iroquois Gas Corp. v. Maltbie et al. 297 


entries. No showing is made by the company NN. Y. Supp. 907. 


e 


Borrowing Funds from Parent Companies 


HE Pennsylvania commission au- utilities. It was said to be against the 
thorized several subsidiaries of the commission’s policy to have one Penn- 
American Water Works and Electric sylvania utility lend its funds to another. 


Company to borrow money from their 


The commission, in authorizing the 


immediate parent companies inthe Amer- _ borrowing, stated that it was to be under- 
ican Water Works system and to pay stood that approval should not bind the 
simple interest at not exceeding 6 per commission in any rate or other proceed- 
cent per annum upon the average month-_ ings to allow a return to any petitioner 
ly balances, but the commission refused equal to the interest paid. Re The Butler 
to authorize such borrowing where the Suburban Water Co. et al..( Application 
parent companies were also Pennsylvania Docket Nos. 36157-36188). 
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Other Important Rulings 


HE California commission, in au- 
T iodene a property transfer and the 
issuance of securities after referring to 
assets and liabilities together with ex- 
pense items, said that the commission’s 
reference to such figures was not tanta- 
mount to a finding that they were correct 
and not subject to adjustment in the event 
of a rate proceeding. Re San Gabriel 
Valley Water Service et al. (Decision No. 
29954, Application No. 21250). 


The New York Court of Appeals sus- 
tained a defense interposed by railroads 
in an action to compel the erection of a 
railroad station pursuant to the terms of 
a contract where the defense was based 
upon the ground that conditions had 
changed, that public convenience did not 
require erection of the station, that stop- 
page of trains at such a station would in- 
terfere with efficient operation, that erec- 
tion of the station would injure the pub- 
lic interest, that specific performance 
would injure both parties and benefit 
neither and that legislation enacted sub- 
sequent to the contract rendered it un- 
enforceable. New York v. New York 
Central R. Co. et al. (275 N.Y. 287,9 N. 
E. (2d) 931). 


The supreme court of Michigan, in 
affirming a judgment dismissing a suit 
against a telephone company for penal- 
ties because of the denial of flat rate tele- 
phone service, held that by placing broad 
powers of control in the hands of the 
commission, the legislature by implica- 
tion, if not actual direction, had repealed 
an act relating to service and recovery of 
penalties, at least so far as the collection 
of penalties was concerned. Couvelis et 
al. v. Michigan Bell Telephone Co. 274 
N. W. 771. 


The Arizona commission ordered taxi 
operators in Tucson and vicinity to in- 
stall meters in order to make charges 
uniform and to protect the public against 
overcharges. The commission observed 


that Tucson was recognized as one of the 
leading winter tourist resorts of the na- 
tion and that during the tourist season 
visitors unfamiliar with distances and 
proper charges for taxi service thronged 
to the city. Re Taxi Operators in Tucson 
(Docket No. 7148-S-4806, Decision No. 
9080). 


The U. S. Court of Appeals for the 
District of Columbia agrees that service 
charges paid by a utility to an affiliate 
may be allowed in a rate case, but holds 
that such charges should not be included 
when the Federal Power Commission de- 
termines the “actual legitimate cost” of 
a project licensed under the Federal 
Power Act. This ruling was part of a 
decision sustaining, except as to certain 
minor points, an order of the FPC con- 
cerning the Alabama Power Company. 
The court also sustained the commission 
in refusing to allow, as part of the cost 
of a hydroelectric project, taxes paid on 
project lands prior to the construction 
period and interest on preconstruction 
expenditures. Overruling the FPC, how- 
ever, the court upheld the allowance of 
more than out-of-pocket cost of electric 
energy supplied by the licensee for con- 
struction purposes. The court held that 
this amount should include proper allo- 
cations for taxes, depreciation, etc., but 
no profit. Alabama Power Co. v. Federal 
Power Commission. 


The U. S. Supreme Court denied the 
request of the Georgia Power Company 
for a review of an injunction prohibiting 
it from seeking to restrain TVA oper- 
ations. The high tribunal refused to re- 
view a decision against the power com- 
pany by the Fifth Circuit Court of 
Appeals at New Orleans. The Fifth Cir- 
cuit Court of Appeals had held that the 
Georgia and Tennessee District Courts 
had concurrent jurisdiction, but that the 
Georgia ruling should stand since it came 
first. Georgia Power Co.v. TVA (Case 
No. 69-70). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be publised in full or abstracted in Public Utilities Reports. 
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at the annual convention of the Section of Public 
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The Interstate Commerce Commission 
after Fifty Years 
By ELMER A. SMITH* 


HE very exemplar of administrative 

tribunals in this country has been 
and is today the Interstate Commerce 
Commission. Many of the states, prior 
to 1887, had established commissions 
charged with the duty of regulating rail- 
road rates. But the establishment by 
Congress of the Interstate Commerce 
Commission was the first step by the 
Federal government in the regulation of 
business and industry through the ad- 
ministrative process. 

The original Act to Regulate Com- 
merce was approved on February 4, 
1887.1 The first meeting of the members 
of the Interstate Commerce Commis- 
sion took place on March 31, 1887. On 
April 5, 1887, the provisions of the act 
became fully effective. Thus began the 
growth of public utility law and of ad- 
ministrative law in this country. They 
both have their font and source in the 
decisions of administrative tribunals. It 
seems only fitting, therefore, that this 
section, a section given over to the study 
of public utility law, give some recogni- 
tion to the completion by the Interstate 
Commerce Commission of fifty years of 
service. 

The statement was made at the exer- 
cises in Washington commemorating 
the golden anniversary of the establish- 
ment of the commission? that if the rec- 
ord of the commission had not com- 
manded general respect, it is certain that 
additional administrative tribunals mod- 


*Chairman of the Section of Public Utility 
w. 
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eled largely upon the Interstate Com- 
merce Commission would not have been 
set up by Congress from time to time to 
deal with activities in other fields. The 
Federal statute books are filled with acts 
that have been passed by Congress in 
recent years establishing other adminis- 
trative tribunals for the regulation of 
interstate commerce. Even the most 
casual examination of these acts will 
show the extent to which these tribunals 
have been patterned after the Interstate 
Commerce Commission.’ 


T will be my purpose in this paper to 

point out some of the reasons for the 
prestige that the commission now pos- 
sesses and the respect in which it is held. 
As Professor Sharfman has recently 
said,* there can be little question that 
the commission, charged by an extensive 
and many-sided congressional charter 
with protecting and promoting the pub- 
lic interest in the sphere of transporta- 
tion, has long been and remains today 
the outstanding agency of economic 
control in our governmental establish- 
ment. 

A great many tributes have been paid 
to the commission in the last few years 
by thoughtful and impartial students 
and writers.5 The reasons here given 
for the respect in which the commis- 
sion is held are, however, those that 
most readily occur to practitioners be- 
fore the commission, whose daily work 
keeps them in contact with the commis- 
sion and its activities, who follow in par- 


576 





APPENDIX—AMERICAN BAR ASSOCIATION ADDRESSES 


ticular cases the administrative proces- 
ses of the commission, who observe the 
commission’s approach to the difficult 
questions that come before it, and who 
see in the printed decisions of the com- 
mission as they come out the applica- 
tion to the facts that the commission 
makes of the law controlling its dis- 
cretion. 


HERE is first the independence that 
has characterized the commission 
in its activities during the fifty years of 
its existence. Respect both for adminis- 
trative tribunals and for courts is con- 
ditional upon their independence. It 
must be remembered that the commis- 
sion has been engaged to a very sub- 
stantial extent in deciding controversies 
between adversary parties. And parties 
to a controversy soon lose their respect 
for the tribunal deciding their contro- 
versy if that tribunal is not an independ- 
ent one. Those who submit their com- 
plaints to the commission know that 
they will be decided by the commission 
and by no one else. They know that the 
commission recognizes that the stand- 
ards laid down for the control of its dis- 
cretion are found within the four cor- 
ners of the Interstate Commerce Act and 
in no other place. 
The Supreme Court, in speaking of 
the Federal Trade Commission, recently 
said : 


The commission is to be nonpartisan ; and 
it must, from the very nature of its duties, 
act with entire impartiality. It is charged 
with the enforcement of no policy, except 
the policy of the law. Its duties are neither 
political nor executive, but predominantly 
quasi judicial and quasi legislative. Like the 
Interstate Commerce Commission, its mem- 
bers are called upon to exercise the trained 
judgment of a body of experts “appointed 
by law and informed by experience.” IIli- 
nois C. R. Co. v. Interstate Commerce Com- 
mission (1907) 206 U. S. 441, 454, 51 L. ed. 
1128; Standard Oil Co. v. United States 
(1931) 283 U. S. 235, 238, 75 L. ed. 999, 


This is likewise true of the Interstate 
Commerce Commission. That commis- 
sion recognizes that it is charged with 
the enforcement of no policy except the 
policy of the law as found in the Inter- 
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state Commerce Act. The Supreme 
Court a good many years ago said’ that 
from whatever standpoint the powers of 
the Interstate Commerce Commission 
may be viewed, they touch many inter- 
ests, they have many consequences, and 
they are expected to be exercised in the 
coldest neutrality. That this has been 
and is the aim of the Interstate Com- 
merce Commission, no one familiar 
with its work can doubt. 


Tl has recently been suggested that the 
commission should be placed within 
a department of the government.® But 
such a proposal ignores the fact that the 
commission is not an arm of the Execu- 
tive, but is primarily and fundamentally 
an arm of Congress, carrying out the 
duties and obligations imposed upon 
Congress by the Constitution of regu- 
lating interstate commerce.? We do not 
believe that it is putting it too strongly 
to say that the continued expansion of 
the rule of law through the administra- 
tive process in this country depends to a 
very substantial extent upon the con- 
tinued independence of an administra- 
tive tribunal such as the Interstate Com- 
merce Commission. The bill last intro- 
duced in Congress providing for the re- 
organization of the agencies of the 
government recognizes that a tribunal 
such as the Interstate Commerce Com- 
mission should be independent.’® 

Then there are the qualities of im- 
partiality and openmindedness _ that 
characterize the approach of the com- 
mission to the controversies before it 
and to the disputes that arise under the 
act between those who pay and those 
who serve. There are no headlines by 
the commission before a case is heard, 
of what the commission proposes to do, 
and the results it seeks to obtain. There 
is no criticism if one of the parties to a 
case concludes to appeal from the com- 
mission’s decision to the court. Parties 
appear before the commission not to op- 
pose the conclusions reached by the 
commission without a hearing, but to 
supply the commission with such facts 
as will enable the commission to decide 
a case intelligently and fairly. 
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NOTHER principle that the commis- 
A sion has recognized and that has 
added to its reputation and standing is 
that the law vests in it the power of 
regulating the railroads and not of man- 
aging them. As Professor Sharfman 
well puts it,’ under the administration 
of the Interstate Commerce Act by the 
commission, the essence of private con- 
trol and enterprise has been maintained, 
despite the extensiveness of public con- 
trol. The commission has said time and 
time again” that it is not the manager 
of the railroads. It is concerned with 
the regulation under the law and not 
with management as an owner. We do 
not mean to suggest that a case does not 
now and then arise in which the rail- 
roads believe that the commission has 
overstepped the bounds of regulation 
and has become a manager. An ex- 
ample is the commission’s recent deci- 
sion involving passenger fares in the 
eastern territory,® in which it required 
a reduction in passenger fares on the 
ground, among others, that a reduction 
in fares would increase revenues. 

The practice of the commission in 
writing reasoned opinions, in which the 
commission sets forth the facts upon 
which it has acted and the considera- 
tions that controlled the discretion that 
it possesses under the law, has been an 
important factor in the establishment of 
the commission’s reputation. Its failure 
to write a reasoned opinion in a contro- 
verted case would of course savor of 
arbitrary action, and this the commis- 
sion has avoided. The Supreme Court 
in emphasizing the necessity of this 
practice has recently said :* 

Complete statements by the commission 
showing the grounds upon which its deter- 
minations rest are quite as necessary as are 
opinions of lower courts setting forth the 
reasons on which they base their decisions 
in cases analogous to this . .. we have re- 
cently emphasized the duty of such courts 


fully to state the grounds upon which they 
eee 


HE patience and consideration with 
which the commission listens to 


those who appear before it cannot fail » 


but command respect. Perhaps in some 
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instances the records before the com- 
mission are too long. Perhaps witnesses 
sometimes talk too much. But it is be- 
lieved that on the whole it is better that 
the commission should have too many 
facts before it rather than too few. And 
it is the part of wisdom that the com- 
mission should err, if at all, on the side 
of liberality in listening to facts which 
the parties to a case consider relevant 
and material. The Supreme Court has 
said® that facts and circumstances 
which ought to Se considered by an ad- 
ministrative tribunal must not be ex- 
cluded. The fact must not be forgotten 
that the right that a party has to appear 
before an administrative tribunal such 
as the commission, and to set forth the 
facts relating to his case, is in itself a 
kind of safety valve. 

Those who appear before the com- 
mission know, moreover, that whomever 
they may represent, that whatever inter- 
ests may be in their keeping, whether 
those interests be large or small, they 
will be given a full and fair hearing be- 
fore the commission. The parties to a 
case before the commission know that 
it will be guided in its determination by 
the evidence adduced at open hearings, 
that they will have an opportunity not 
only of offering their own testimony but 
of refuting that offered by others. The 
commission has recognized the principle 
so often announced by the Supreme 
Court that one who decides shall be 
bound in good conscience to consider the 
evidence, to be guided by that alone, and 
to reach his conclusion uninfluenced by 
extraneous considerations which in other 
fields might have play in determining 
purely executive action.’® Students of 
the law respect the commission for its 
adherence to the fundamental require- 
ments of due process. In this connec- 
tion the remarks of Mr. Justice Stone 
at the Harvard Conference on the Fu- 
ture of the Common Law deserve quo- 
tation :!7 

Looking back over the fifty years which 
have passed since the establishment of the 

Interstate Commerce Commission, no one 

can now seriously doubt the possibility of 

establishing an administrative system whi 
can be made to satisfy and harmonize the 
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requirements of due process and the com- 
mon law ideal of supremacy of law, on the 
one hand, and the demand, on the other, 
that government be afforded a needed 
means to function, freed from the necessity 
of strict conformity to the traditional pro- 
cedure of the courts. 


Here is an achievement that deserves 
high praise, and certainly no one is in a 
better position to understand the full 
measure and extent of this achievement 
than those who in their daily work be- 
fore the commission observe this com- 
mon law ideal of the supremacy of the 
law. 


green Frankfurter in a recent 
article® said that new conflicts and 
new types of controversies have arisen, 
but too vast and too delicate to be left 
to uncontrolled political decisions or to 
judgments appropriate to isolated in- 
stances, that to these new controversies 
the core of the law is appropriate and 
the subjection of the individual interest 
to some uniformity and its reference to 
some standard of judgment. 

Now the Interstate Commerce Com- 
mission has shown that it is possible to 
take some of these new conflicts and 
new types of controversies, which are 
but the reflection of the interdependency 
of men in an age of specialization, and 
subject them to some uniformity and 
standard, and what is more, to deal with 
and decide those controversies in such 
a way as to cause the parties thereto to 
respect the commission and to accept its 
decisions as final. Students of the law 
are prone to overlook the fact that the 
vast majority of the commission’s deci- 
sions dispose of the controversy and 
that only a handful of the commission’s 
orders ever reach the courts. Not half 
enough attention is paid to the intra- 
administrative law that the commission 
is building up without any control or re- 
view by the courts. But the tide has 
now turned, as shown by the studies that 
are being made of the commission it- 
self and of its administrative process.” 


Ss" William Holdsworth recently 
said® that the maintenance of the 
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supremacy of the law over all persons 
and causes is the first condition prece- 
dent for a stable government, and in- 
deed for any sort of a civilized life. We 
only need to look in the world around 
us to realize how true this is. Certainly 
the commission in its administration of 
the Interstate Commerce Act has made 
a real contribution’ to the supremacy of 
the law in these newer types of conflicts 
and controversies. It has recently been 
said*' that in a measure at least the ad- 
ministrative functions and the adminis- 
trative processes may prove the solu- 
tion of the problem that now faces de- 
mocracy. It is not too much to say that 
the commission as a result of the-man- 
ner in which it has administered the 
Interstate Commerce Act over this pe- 
riod of fifty years, has made itself a 
fundamental part of the democratic way 
of life in which the rule of law obtains 
over economic force and disorder. 

It is not intended here to suggest 
that the commission as a body appointed 
by law end informed by experience has 
achieved a certain and an absolute ac- 
curacy of result, a sort of infallibility in 
dealing with the baffling questions that 
come before it. The commission is no 
more immune from criticism than the 
courts, although that criticism ought to 
be fair, honest, and intelligent. The 
commission is part and parcel of a com- 
plicated social, economic, and govern- 
mental order. It can no more overlook 
the world around it than the courts 
themselves, although it is to be borne in 
mind at the same time that its duties and 
discretion are controlled not by the opin- 
ion of the fleeting moment, not by the 
pressure groups, but by the law. It is 
believed, however, that so far as human 
fraility permits, the commission as 
shown by what it does and the manner 
in which it does it, acts fairly and im- 
partially in the controversies that come 
before it, controversies that are hardly 
less important because they involve the 
purses and not the personal liberties of 
men. 


M: Commissioner Eastman recently 
said™® that in a public body the 
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size of the Interstate Commerce Com- 
mission, a very large part of the work 
is done and must be done by the em- 
ployees, and he expressed the wish that 
they could in some way be given greater 
recognition. One reason for the respect 
in which the commission is held is the 
manner in which the commission’s work 
is carried on by the members of its staff. 
The ideals and the standards that have 
governed the commission in all these 
years are as much the ideals and stand- 
ards of its staff, and those familiar with 
the work and the varied activities of the 
commission must recognize the general 
character and effectiveness of the inter- 
nal administrative organization that the 
Interstate Commerce Commission has 
built up during its life of fifty years.® 

The question may be asked whether 
there has not been a tendency on the 
part of the commission in its aim and 
purpose to act fairly and impartially in 
the cases that come before it, to turn it- 
self into a judicial body, with perhaps 
an inclination to devote its time to mat- 
ters which do not go to the heart of the 
case before it. It only requires, how- 
ever, a study of the commission’s deci- 
sions and an actual contact with proceed- 
ings before it to understand that the 
commission retains after fifty years the 
flexibility of the administrative process 
and the ideals of the first chairman, 
Judge Thomas M. Cooley, who had the 
vision to understand that proceedings 
before the commission require simplicity 
and not complexity in procedure, and 
that nothing should stand in the way of 
the commission’s efforts to get at the 
facts in a given situation as directly 
and as speedily as possible.** 


or has the commission overlooked 

the fact that it always has pre- 
sented to it in a controversial case not 
only the rights of the parties actually 
before it, but the interests of the public. 
The commission has said®> that it must 
stand for the entire public, including the 
railroads, that it cannot accede to the 
mere wishes of any class, that it must 
recognize the just demands of all 
classes and it must have in mind those 
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who do not appear as well as those who 
are represented before it. The commis- 
sion has followed the principle®® that the 
interests of the public cannot go by de- 
fault in any proceeding before the com- 
mission, that they must be considered as 
fully as those of the parties, that unlike 
the decision of a court which ordinarily 
is conclusive only of the rights of the 
interested parties, the report and order 
of the commission prescribing rates 
must affect many who are not directly 
represented before it. 

What of the future of the commis- 
sion? Will it be able in the coming years 
to maintain the high position and stand- 
ing it has attained? In seeking answers 
to these questions many considerations 
must be borne in mind. 

The problems that are now coming 
before the commission and that will con- 
tinue to come are not only new but 
novel. Its concern up to the present time 
has been largely the regulation of one 
agency of transportation and the rela- 
tion between that agency and those who 
use it. 


uT the rise of newer agencies of 

transportation, the motor vehicle, 
the airplane, and the revival of an old 
one, the boat and the barge, bring prob- 
lems before the commission of the most 
difficult kind. The commission is now 
regulating not only one agency of trans- 
portation but several different agencies 
of transportation, all competing with 
one another. As the Brookings Institu- 
tion, in a recent report dealing with the 


various agencies of the government, put 
it :27 


The commission deals with vast problems 
of economics which involve the establish- 
ment of business relationships, the harmon- 
izing of conflicting interests, the establish- 
ment of reasonable and fair business prac- 
tices, the determination of financial policies, 
and the establishment and harmonizing of 
social and economic policies, and finally acts 
as an agency attempting to enforce regu- 
lated competition. 


The commission has recently been 
given jurisdiction over the regulation of 
motor vehicles engaged in interstate 
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commerce.28 Bills are now pending in 
Congress enlarging the jurisdiction that 
the commission possesses over carriers 
by water and giving the commission 
jurisdiction over carriers by air. The 
Brookings Institution in the report re- 
ferred to proposes that there be a real- 
location of the regulatory functions of 
various government bureaus and bodies, 
calling in most cases for the concentra- 
tion of regulatory activity in the Inter- 
state Commerce Commission. It may 
reasonably be expected that within the 
next few years the commission will be 
given jurisdiction over all agencies of 
transportation engaged in interstate 
commerce, whether by land, by water, 
or by air. Any such extension of the 
commission’s jurisdiction will, along 
with the extension of the commission’s 
jurisdiction over motor vehicles en- 
gaged in interstate commerce, give rise 
to problems undreamed of a decade and 
a half ago. 


HE amendments made in 1933 and 

1935 to the Federal Bankruptcy 
Act, imposing upon the commission 
large duties and responsibilities in con- 
nection with the reorganization of insol- 
vent railroad corporations, may be taken 
as an indication of the respect in which 
the commission is held by Congress. 
These acts have very greatly added to 
the work of the commission. 

There is, morever, a decided tendency 
on the part of Congress to entrust to 
the commission the duty of passing upon 
controversies between various branches 
of the government and the citizens of 
that same government. The commission 
is now by law authorized to fix the rates 
that the railroads charge the Post Office 
Department for the transportation of 
mail,?® and the commission has done 
so. The commission has more recently 
been empowered to fix a fair and rea- 
sonable rate of compensation for the 
transportation of air mail by airplane,®* 
and it has already been called upon to 
exercise the power conferred upon it by 
this statute.®? 

Joint rates between the railroads and 
the Inland Waterways Corporation, op- 
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erating boats and barges on the Missis- 
sippi river and its tributaries, the stock 
of which corporation is owned exclu- 
sively by the United States, are regu- 
lated by the Interstate Commerce Com- 
mission.* 

The Bituminous Coal Act of 1937 
specifically provides* that the coal com- 
mission or the consumers’ counsel is 
vested with authority to make complaint 
to the Interstate Commerce Commission 
with respect to the rates and practices 
relating to the transportation of coal and 
to prosecute the same. Counsel for the 
Bituminous Coal Commission and the 
consumers’ counsel have already ap- 
peared before the Interstate Commerce 
Commission in cases involving the rates 
on bituminous coal. 


| ovo Resolution No. 69, recently 
approved by the President, ex- 
presses the views of Congress respect- 
ing a program for the relief and benefit 
of agriculture. This resolution pro- 
vides that it is the sense of Congress 
that permanent farm legislation should 
include provision for application to the 
commission 

for a correction of discrimination now ex- 

isting against agricultural products in the 

freight rate schedules. 


A bill introduced in the House of 
Representatives at the last session®® spe- 
cifically authorizes the Secretary of 
Agriculture to make complaint to the 
Interstate Commerce Commission with 
respect to rates and practices relating to 
the transportation of any farm products 
and to prosecute the same. It further 
provides that before proceeding to hear 
and dispose of any complaint filed by 
any person other than the Secretary, in- 
volving the transportation of farm 
products, the commission shall cause the 
Secretary to be notified of the proceed- 
ing, and upon application to the Secre- 
tary shall permit the Secretary to ap- 
pear and be heard. 

It will hardly be denied that vesting 
government tribunals and government 
departments which are under the con- 
trol of the Executive with the power to 
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file complaints before the Interstate 
Commerce Commission respecting 
freight rates and to intervene in cases 
before that tribunal, raises problems 
hardly thought of when the Interstate 
Commerce Act was passed. There may 
be some serious doubt respecting the ad- 
visability and wisdom of having the 
government through counsel appear be- 
fore an independent administrative 
tribunal such as the commission as a 
special pleader for a special group. Per- 
haps another way of looking at it would 
be to consider counsel for the govern- 
ment in such a case as a sort of peo- 
ple’s counsel. 

However that may be, the passage of 
these acts does give emphasis to the re- 
spect in which the commission is held by 
Congress itself, and the apparent belief 
of Congress that the commission will 
fairly and impartially pass upon the com- 
plaints brought by officers of the govern- 
ment itself against citizens of that gov- 
ernment. Here is a development in the 
rule of law in a world of complicated 
social and economic relationships that is 
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of more than passing significance, 
T’ seems clear that the new questions 

that are coming before the commis. 
sion and that will continue to come be- 
fore it will add immeasurably to its 
burdens and responsibilities. No man 
has the gift of prophecy and no man 
would be rash enough today to peer very 
far into the future. But with the con- 
tinued independence of the commission, 
with the traditions that it has gathered 
to itself over this half century, and with 
an informed public opinion behind it, 
supporting it, criticizing it when the 
criticism is believed justified, we may 
expect the commission in its considera- 
tion of these new questions to bring to 
them the same qualities that have earned 
for the commission during its life of 
fifty years the respect of those who 
know it and its work. We may expect 
the commission to measure up to the 
increased responsibilities that will con- 
tinue to be placed upon it as long as we 
are governed in this country by the rule 
of law. 
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The Structure and Regulation of Interstate 
Telephone Rates 


By CARL I. WHEAT* 


EASURED on the long scale of 

human development, the growth 
of present-day nation-wide communica- 
tion networks and the revolution in 
social organization which has accom- 
panied that growth appear as processes 
of almost incredible swiftness. Many a 
man still active grew to manhood before 
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the telephone was conceived; a few yet 
live who were born before the invention 
of the telegraph, and only the school 
children can fail to recall that sudden, 
rather disconcerting onslaught of radio 
broadcasting upon the peace and quie- 
tude of the American home, scarcely a 
decade ago. Yet despite this absence of 
any aura of antiquity, and despite the 
swiftness with which these astonishing 
developments have crowded upon us, it 
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is not too much to say that the complex 
social and industrial structure of mod- 
ern society is very largely built upon and 
around man’s new-found facilities for 
communication over distances far great- 
er than the range of the human voice. 
Eliminate these instrumentalities and 
civilization as our generation knows it 
would suffer immediate and material 
alteration. 

Scarcely sixty years have passed since 
the first crude telephone instrument was 
constructed. Yet today human speech 
throughout the world overcomes the ob- 
stacle of space by means of some thirty 
million telephones, more than half of 
which are concentrated in the United 
States. (Not in vain was it long ago said 
that the Yankee is peculiarly invested 
with “the gift of gab”!) The social im- 
port of this astonishing national tele- 
phonic nerve system can scarcely be ex- 
aggerated, for it not only serves the cen- 
ters of population, but it reaches every 
isolated hamlet wherever located; it 
spans mountains and deserts, rivers and 
plains; it acts as the medium for more 


than eighty million separate telephone 
conversations per day, or some twenty- 
four billion each year, and it represents 
an investment in this country alone of 
almost six thousand millions of dollars. 


Ess than two years after Alexander 
Graham Bell patented his little talk- 

ing gadget in 1876, the first telephone 
“exchange” was opened in New Haven, 
Connecticut, with twenty-one connected 
instruments. It was often said of the 
early transmitters that they were better 
adapted for training the lungs and the 
vocal cords than they were for efficient 
communication, but in spite of many 
apparent difficulties, Dr. Bell and his as- 
sociates possessed from the outset an 
unbounded faith in the future of the in- 
vention. That this faith was shared by 
their lawyers is disclosed by the follow- 
ing paragraph from the original 1885 
Articles of Incorporation of the Ameri- 
can Telephone and Telegraph Company : 
...it is further declared and certified that 


the general route of the lines of this asso- 
ciation, in addition to those hereinbefore 
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described or designated, will connect one or 
more points in each and every city, town, or 
place in the state of New York with one or 
more points in each and every other city, 
town, or place in said state, and in each and 
every other of United States, and in Cap. 
ada and Mexico, and each and every other 
of said cities, towns, and places is to be 
connected with each and every other city 
town, or place in said states and countries 
and also by cable and other appropriate 
means with the rest of the known world as 
may hereafter become necessary or desir- 
able in conducting the business of this asso- 
ciation. 


ust why the drafters of this docu- 

ment limited the scope of the com- 
pany’s proposed operations to the 
“known world” is not apparent. At any 
rate, their almost unlimited confidence 
in the telephone has been more than 
justified by the event. Technical ob- 
stacles were vigorously and successfully 
attacked, both by the Bell interests and 
by independent inventors and manufac- 
turers; more efficient transmitters and 
receivers were soon developed ; loading 
coils and repeaters were introduced 
upon the circuits; hard-drawn copper 
wire made its appearance—and gradu- 
ally the transmission of intelligible con- 
versation became possible over; longer 
and longer distances. By 1890 Wash- 
ington, New York, and Boston were 
linked by telephone, and Chicago was 
reached only two years later. The per- 
fection of the electron tube (now gen- 
erally familiar because of its universal 
use in radio reception) finally made pos- 
sible successful voice transmission 
across the country, and no doubt a num- 
ber here present can recall the thrill 
they experienced when, through an ear 
phone at San Francisco’s 1915 Panama 
Pacific Exposition, they heard the 
thunder of the Atlantic surf, spanning 
the continent over the newly constructed 
lines of the “Bell Telephone System.” 

Incidentally, that system did not at- 
tain its present dominant position in the 
American telephone industry without a 
struggle. During the earliest years it 
was the patent lawyers who took most of 
the profits, and it is said that at one 


, time Dr. Bell and his associates became 


sufficiently discouraged ‘to offer their 
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whole shebang—lock, stock, and barrel 
-to the then all-powerful Western 
Union Telegraph Company for a paltry 
hundred thousand dollars. (Fortunately 
for them the offer was rudely rejected, 
ad in 1909 the Bell people actually 
swallowed up Western Union—a situa- 
tion which continued until divorce of the 
ystems was accomplished four years 
later, in deference to the antitrust acts.) 


HEN the basic patents ran out, 

would-be ‘competitors sprang up 
on every side, and a mad scramble for the 
profits of speech transmission ensued. 
But the Bell group had devised an ef- 
fective “licensing” method which gave 
them a decided advantage, and this, 
plus control of most of the “long-dis- 
tance” business and of the major manu- 
facturing facilities, finally turned the 
tide. Through the possession of options 
to purchase, which had generally been 
inluded in the first “short-term 
licenses,” and through the acquisition of 
stock in licensee companies, either in ex- 
change for so-called “permanent li- 
censes” or by outright purchase, the 
Bell interests found themselves, by the 
turn of the century, distinctly in the as- 
cendency. They have never since been 
effectively challenged, and the so-called 
“Bell System’s” organization of parent 
and associated companies, with complete 
manufacturing and research branches, 
has proved singularly effective from the 
business point of view, and has appar- 
ently been elastic enough to meet all 
emergencies. Today “Mother Bell” in 
New York holds the reins with what, 
from the outside, seems to be a firm 
hand, and a steady one. 

The telephone business was, of 
course, early recognized as an interest- 
ing newcomer in that group of private 
enterprises which the law has designated 
as “affected with a public interest.” 
Franchises to use city streets for poles 
and wires were essential from the out- 
set, and problems of rates and service 
were not long in presenting themselves 
to local authorities. As the wire sys- 
tems grew the various state regulatory 
commissions found themselves more 
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and more entangled in these highly com- 
plex matters, and a large body of court 
and commission decisions has been built 
up around the telephone. 


Sp enough, in view of the im- 
portance of “long-distance” com- 
munication between communities, the at- 
tention of the regulatory authorities has 
from the outset been largely directed to 
the problems of local or “exchange” 
telephone service. Seldom has any state 
commission concerned itself with toll or 
“long-distance” rates, and in practically 
no instance has any such body con- 
sidered analytically the basic philosophy 
which underlies the toll rate structure. 

On the interstate side, where only 
toll or “long-distance” service is in- 
volved, the rate problem has been given 
even less attention. Although, as early 
as 1887, interstate railroad rates were 
brought under public scrutiny, it was 
not until 1910 that interstate telephone 
operations were made the subject of 
legislative action. In that year certain 
limited powers over interstate telephone 
business were vested in the Interstate 
Commerce Commission, and in 1913 
that body issued its uniform system of 
accounts for telephone companies-—a 
system largely followed by the state 
commissions for intrastate telephone 
accounting. A few years later the mat- 
ter of telephone company depreciation 
practices was included in the “Trans- 
portation Act, 1920,” and much effort 
was put forth by the Interstate Com- 
merce Commission in the direction indi- 
cated by that act. This effort remained 
largely incomplete and_ inconclusive, 
however, when, in 1934, the newly 
created Federal Communications Com- 
mission took over the former Interstate 
Commerce Commission jurisdiction 
over telephone matters. In that year, 
for the first time, a definite and com- 
prehensive scheme of telephone rate 
and service regulation was set up for 
interstate application. 


LB perce the first three years of its 
operations, the telephone division 
of the Federal Communications Com- 
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mission was largely occupied with ques- 
tions of jurisdiction over specific tele- 
phone companies, of approving pro- 
posed expansion of facilities and serv- 
ice, and like problems, together with 
the carrying forward of a nation-wide 
telephone investigation under Public 
Resolution No. 8 of the Seventy-fourth 
Congress, an effort now being brought 
to its conclusion. It was not until the 
current year, 1937, that the highly im- 
portant and highly technical problem of 
interstate telephone rates was given its 
first truly concrete attention in this 
country. 

This action followed the successful 
termination of a series of informal ne- 
gotiations initiated by the commission 
with the American Telephone and Tele- 
graph Company, which resulted last De- 
cember in the joint announcement of a 
reduction in interstate toll rates aggre- 
gating twelve million dollars to the pub- 
lic on an annual basis. This important 
rate reduction went into effect on the 
so-called “Long Lines” of that carrier 
on January 15, 1937. In order that its 


effects might be studied, and to the end 
that the underlying problems of the 
commission’s responsibilities in respect 
to interstate telephone rates might be 
concretely attacked, the commission 
thereupon established a telephone rate 


and research department, funds to 
carry on whose work until July 1, 1938, 
were provided out of the appropriation 
made by Congress for the conclusion of 
the general telephone investigation. It 
is with the work and problems of this 
department that this paper is largely 
concerned, and much of what I shall 
have to say today must, of course, be 
understood as an expression of my own 
personal views only, and in no sense as 
a commitment of the commission. 


EFORE touching upon these prob- 
lems in detail, permit me to point 
out that the interests of utility ratepay- 
ers and of the enterprises which serve 
them are fundamentally identical. Serv- 
ice of high quality at rates fair and 


reasonable to both should be the com-’ 


mon end. A utility which does not re- 
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ceive revenues sufficient to maintain its 
properties and credit upon a proper 
level cannot long continue to render 
reasonable or adequate service to its 
consumers, or to expand that service to 
meet new demands. Conversely, if the 
consumers are charged amounts greater 
than sufficient to accomplish these ends, 
they will not only be unfairly burdened 
from the legal point of view, but the de. 
velopment of the business and the ex- 
pansion of service to new consumers, 
with consequent reductions in relative 
costs and—in the normal case—in rates, 
will be delayed, if not precluded. The 
investigation of any public utility rate 
structure must therefore consist of two 
distinct parts—first, the ascertainment 
of general over-all revenue require 
ments, and second, the selection of those 
kinds and types of rates within the gen- 
eral structure which will not only be 
reasonable and nondiscriminatory be- 
tween classes of consumers, but which, 
when applied, will bring in the needed 
total revenue, and will make for con- 
stant expansion of the service and more 
and more efficient use of the plant de- 
voted to that service. 


ff ror twofold nature of the rate 
problem has been recognized by the 
commission in the organization of the 
telephone rate and research group. And 
it has further been particularly recog- 
nized that “regulation by explosion,” 
made up of long periods of inactivity on 
the part of regulatory authorities, com- 
bined with infrequent, but usually vio- 
lent, outbursts of formal rate cases and 
resultant litigation, represents a method 
which furthers neither the interests of 
the ratepayers nor of the utilities which 
serve them. Emphatically, the problem 
is one which demands constant and con- 
tinuous attention if it is to be properly 
attacked. It is the responsibility of the 
newly organized rate group of the Com- 
munications Commission to devise the 
necessary machinery by which the re 
sults of interstate telephone operations 
may be followed readily and continu- 
ously, month by month. The accurate 
and always up-to-date knowledge of 
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operations thus obtained affords the 
basis for frequent discussion of indi- 
vidual problems with company officials 
and with state regulatory commissions, 
to the end that the interstate rate struc- 
ture may be constantly adapted and ad- 
justed to the needs of both the users of 
“long-distance” service and the organ- 
isms which serve them. 


The Nature of Telephone Toll Rates 

t may be well at this point to con- 
| sider briefly the essential nature of 
telephone rates. “Exchange” or local 
rates have usually consisted of flat 
monthly charges for either a limited or 
unlimited number of connections be- 
tween a given subscriber’s telephone sta- 
tion and other telephone stations within 
the particular area, or “exchange,” in 
which he happens to be located. These 
rates ordinarily differ in amount for 
residential as contrasted with business 
service, as well as for single party serv- 
ice as contrasted with two or more party 
service on individual circuits. In cer- 
tain instances the charges are measured 
by the number of messages used, but the 
flat rate system of exchange charges is 
common and basic. 

Charges for toll, or “long-distance,” 
service, however, have in practically all 
instances been established on the basis 
of the individual message, since the flat- 
rate method is not adapted to such serv- 
ice and if generally applied to it would 
necessarily result in waste of the serv- 
ice, in greatly increased over-all costs, 
and in rates necessarily so high as to 
meet the demands of only very large- 
scale users. It has also been universally 
recognized that telephone toll rates can- 
not successfully be based upon the par- 
ticular costs involved in transmitting 
messages over particular routes. If a 
company were operating “long-dis- 
tance” service between a single pair of 
termini only, the cost of rendering that 
Service would, of course, define the 
charge required for each individual 
message over the line. But the problem 
is never so simple, and when a large 
number of points are served the ques- 
tion of separating joint costs between 
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the various circuits soon becomes so in- 
tricate as to be largely insolvable. An 
averaging piucess is therefore essential, 
charges over any particular route and 
distance being ordinarily the same as for 
messages over similar distances on any 
of the other routes served, regardless of 
the particular costs involved in each in- 
dividual message or over each individual 
route. The availability of “long-dis- 
tance” service to patrons on little-used 
routes is thus vastly broadened, without 
unduly burdening any particular group 
or class of potential consumers. 


BVIOUSLY it costs a great deal more 
per message to render toll service 
over a route which enjoys only two mes- 
sages per day than it does over one which 
accommodaizs two thousand messages 
in the same period. But where there are 
many such lines of varying patronage, 
if the sum of the individual message 
charges is sufficient to meet the total 
revenue needs of the utility for render- 
ing the over-all service, the problem re- 
solves itself solely into one of establish- 
ing those individual message charges 
which will best meet the varying re- 
quirements of the patrons of the service, 
without undue burden on the facilities 
used in favor of any particular group of 
consumers. 

This is accomplished by a process 
known as “classification,” and a classi- 
fied telephone message toll rate schedule 
recognizes that different consumers of 
the service have many differing require- 
ments. It attempts to meet such require- 
ments through rates which will attract 
as many classes of potential consumers 
as possible, consistent with efficient 
over-all use of the company’s facilities. 
Thus, the service is primarily divided 
into “station-to-station” and “person-to- 
person” messages, the former requiring 
the connection of a particular telephone 
line only, and the latter requiring con- 
nection with a selected person at the 
called end of the line. Since “person-to- 
person” operation is naturally the more 
costly, the rates assessed for such serv- 
ice are ordinarily fixed on a higher level 
than are those for “station-to-station” 
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service. And for like reason the charge 
for use of a toll line for a longer period 
of time is ordinarily higher than for use 
for a shorter period, some selected num- 
ber of minutes—commonly three or five 
—being ordinarily adopted for minimum 
rate quotation. In both of these in- 
stances the so-called “value of service” 
factor is also a consideration in deter- 
mining the rate. 


Ve, since efficient use of the 
plant demands the elimination, 
so far as possible, of idle or off-peak 
periods, usage of the service at night or 
on Sundays, when ordinary business use 
is at a minimum, is usually invited 
through a reduction in rates during such 
periods. Here the problem becomes one 
of so devising the rate differentials as to 
attract as much business as possible con- 
sistent with efficient operation of the 
plant, and with the avoidance of special 
engineering and resultant increased 
overheads solely on account of such sec- 
ondary service. 

Classification resolves itself, there- 
fore, into a complex process of averag- 
ing—a process based first upon distance ; 
second, upon the length of time that the 
facilities are used ; third, upon the type 
of call, whether to a selected person or 
merely to a particular telephone station ; 
and fourth, upon the time of day when 
the call is made. It is evident that, on a 
telephone system which serves thou- 
sands of individual points, separated by 
from one to thousands of miles, such a 
classification involves literally billions 
of individual potential services. A 
schedule of rates which properly re- 
flects such diversity in requirements is 
necessarily a complicated structure, and 
is not the product of a day nor of any 
one mind. It is the result of many years 
of trial and error, and there have been 
numerous elements of classification and 
many varying types of services which 
have at times been in force in the past, 
but which have proved unsatisfactory 
either to the patrons of the service or to 
the companies which were furnishing it, 
and which have therefore been elimi- 
nated. 
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HIs is not to say that the existing 

classifications are by any means 
perfect. Although numerous changes in 
both rates and practices have been made 
during recent years, there remain toda 
no less than eighteen distinct rate sched- 
ules in force on the toll lines of the “Bell 
System.” Many variations in practices 
and rate levels remain to be considered 
and compared, and these problems are 
decidedly of a continuing nature. More- 
over, concrete criteria must be devel- 
oped by which to judge the propriety of 
the differentials between “person-to- 
person” and “station-to-station” rates at 
varying distances, as well as the pro- 
priety of the differentials between night 
and day rates. The question of proper 
rates for “overtime” service beyond the 
time limits for which basic rates are 
today quoted is one which requires par- 
ticular attention. Constant study must 
be made of the propriety of various rate 
steps on each given schedule ; of the ap- 
propriate distances between such rate 
steps, and of the relations between them 
on the various schedules. And the mat- 
ter of new forms of service demanded 
by new or differing public requirements 
must receive day-by-day study by stu- 
dents of the subject. These are essen- 
tially “spread-of-rate” problems, and 
the: public is vitally interested in the 
manner of their solution. 

In this connection, the telephone rate 
and research group has just completed 
for general distribution a preliminary 
outline of the fundamental elements of 
the telephone toll rate structure, as it 
has been developed on the “Bell Sys- 
tem.” 


Tl may be of interest in this connection 
that, while the literature on railroad 
rate making is extensive, and although 
much can be found in the books and 
periodicals on the principles involved in 
establishing gas and electric rates, as 
well as those of many other types of 
utilities, this is apparently the first time 
that even an elementary analysis of 
these telephone toll rate problems has 


: been made available, outside of the pri- 


vate files of the “Bell Telephone Sys 
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tem.” Quite naturally, the report does 
not attempt to bind the commission to 
any particular view on any of the many 
questions discussed. It is expository 
oly, and has been prepared largely to 
provide some concrete basis upon which 
the examination of these questions may 
be developed in the future by the repre- 
gntatives of the public. Only as a re- 
sult of such examination can these ques- 
tions of detailed rate classification be 
fairly evaluated and their public impli- 
cations be properly determined. 
Obviously, however, the interstate 
telephone toll rate problem is not solely, 
or even primarily, made up of these 
questions of detail. In common with 
other utility rate studies, the matters of 
so-called “valuation”; of the propriety 
of “book” figures and of “reproduction 
cost” in dealing with “rate-base” devel- 
opment; of depreciation, both accrued 
and accruing, and of the proper “rate of 
return,” as well as of many other factors 
of like character, must be met in the field 
of telephone rates. Moreover, the pecu- 
liarities of the telephone business re- 
quire studies leading to the separation or 
segregation of plant and of revenues and 
expenses properly allocable to exchange 
as contrasted with toll service, and to in- 
terstate toll service as contrasted with 
that which is intrastate. And finally, the 
nature of the “Bell System” organization 
makes necessary the examination of 
such elements as manufacturing costs 
and selling prices, particularly those of 
the “Bell”-owned Western Electric 
Company, as well as the asserted costs 
involved in so-called “License Con- 
tract” services rendered by the parent 
corporation to its associated and sub- 
sidiary companies. The nature of the 
factors involved in a study of this three- 
fold group of problems can be hinted 
only in rough outline in the time allotted 
for this paper, but it is essential to de- 
velop their basic characteristics, if the 
work now being undertaken by the 
Communications Commission is to be 
Properly oriented in the general picture 
of public utility regulation in this coun- 
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The Scope and Structure of the “Bell 
Telephone System” 


Ae at of physical assets 
exceeding in book value five bil- 
lion dollars in the hands of a single pri- 
vate enterprise would challenge public 
attention in any country and at any time, 
whatever the nature of the undertaking. 
And control by such an enterprise of 
the major cornmuuication network of 
such a nation as the United States could 
not fail to result in widespread public 
concern in its operations. Although 
there are over six thousand separate 
telephone companies in operation in this 
country today, the “Bell Telephone Sys- 
tem” not only constitutes the largest 
single private corporate enterprise in 
history, with combined book assets total- 
ing well over five-billion dollars, but its 
unified ownership and control of the 
country’s telephone facilities extends to- 
day to no less than 94 per cent of all tele- 
phone plant, with a combined wire 
mileage of over eighty million miles, 
enough to provide more than a thousand 
2-wire telephone circuits to the moon. 
The “Bell System” also operates prac- 
tically the entire wire mileage of the 
country which is used in the transmis- 
sion of interstate telephone messages, 
and by radio connection it spans both 
the Atlantic and Pacific oceans, and 
renders possible telephonic communica- 
tion with practically every important 
nation of the world. Public concern in 
the operations of this vast corporate or- 
ganism is therefore direct and obvicus, 
and since interstate telephone lines nec- 
essarily form the arteries of chain radio 
broadcasting, while basic wire or cable 
transmission will apparently be essential 
to television, if that newest form of tele- 
communication is to be successful over 
more than limited areas, the control by 
this single organism of the major means 
and facilities for nation-wide communi- 
cation becomes all the more significant 
from the public standpoint. 


i Bes “Bell System,” in the broad 
sense, comprises an aggregation of 
nearly two hundred separate corpora- 
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tions, all controlled directly or indirectly 
by the American Telephone and Tele- 
graph Company, or in which the Bell 
group is interested through stock owner- 
ship. Of this total some 140 are tele- 
phone operating companies, and the re- 
mainder are generally devoted to manu- 
facturing or to nontelephonic activities. 
The telephone industry in this country 
ranks third in magnitude among public 
utility enterprises, but apparently no 
other important field of utility operation 
is so completely dominated by a single 
holding corporation. In 1936 the “Bell 
System” directly owned and served 
almost fifteen million telephones, and it 
offered connection facilities with prac- 
tically all of the three million other tele- 
phones served in this country by inde- 
pendent or connecting companies, as 
well as with over 90 per cent of all the 
telephones in use throughout the world. 
The “Bell System’s” employees total 
some 315,000, and there are no less than 
775,000 holders of “Bell System” securi- 
ties, more than half of whom are 
women. 

The corporate pyramid topped by the 
American Telephone and Telegraph 
Company has for its first layer beneath 
the summit the twenty-three so-called 
“Associated Companies,” beneath which 
is a layer of eighty-five Bell controlled 
connecting companies. The next group 
comprises forty-four so-called “Bell 
Interest Companies,” in which the As- 
sociated Companies hold slightly less 
than 50 per cent of the stock, and there 
are four affiliated companies which are 
engaged in international and foreign 
service. 


LTHOUGH they number almost six 
thousand, the “independent” tele- 
phone companies of the country are in- 
dividually relatively unimportant in 
size, controlling as a group only some 16 
per cent of the telephone stations of the 
United States. And as previously men- 
tioned, over 90 per cent of the total in- 
vestment represented by the American 
telephone industry is embraced in the 
“Bell” interests. 
The Western Electric Company con- 
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instances, 


stitutes the manufacturing department 
of the “Bell System.” It is jointly inter. 
ested with the American Telephone and 
Telegraph Company in the Bell Tele. 
phone Laboratories, a corporation 
which pursues the development and im. 
provement of the art of telephony in all 
its phases, and which has also been re. 
sponsible for many important develop. 
ments in nontelephonic fields. The Tele. 
type Corporation is entirely controlled 
by Western Electric, and Electrical Re. 
search Products, Inc., commonly known 
as “ERPI,” which handles such nontele. 
phonic activities as motion pictures and 
picture sound transmission, is not only 
wholly owned by Western but itself has 
many subsidiaries. The Graybar Cor- 
poration is Western Electric’s jobber 
for its large non-Bell business. 

Stock in the twenty-three Associated 
Bell Operating Companies is owned by 
the American Telephone and Telegraph 
Company in proportions ranging from 
65 to 100 per cent. During 1936 these 
companies enjoyed revenues in excess of 
$1,011,000,000, and their operating ex- 
penses totalled some $787,000,000. 
They gave employment in that yzar to 
approximately 260,000 persons. 


Wa the majority of these Asso- 
ciated Companies offer service in 
only a single state or a portion of a state, 
six of them blanket several states, and 
render both intrastate and interstate 
service within their particular areas. In 
two instances (those of the Pacific Tele- 
phone and Telegraph Company and the 
Mountain States Telephone and Tele- 
graph Company) all intracompany serv- 
ice of an interstate character is rendered 
by the associated company, whereas in 
the areas served by the four others (the 
New England Telephone Company, the 
Southern Bell Telephone Company, the 
Northwestern Bell Telephone Company, 
and the Southwestern Bell Telephone 
Company) the “Long Lines” depart- 
ment of the American Telephone and 
Telegraph Company handles at least 2 
part of the interstate business, In all 
messages between areas 
served by different Associated Com- 
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panies are handled by “Long Lines.” 

Of the country’s total interstate tele- 
phone message business, the American 
Telephone and Telegraph Company, 
through its “Long Lines” department, 
handles directly some 75 per cent (meas- 
ured by revenue), while the several As- 
sociated Companies account for almost 
the entire balance, only a very small 
amount of such business being done at 
the present time by non-Bell companies. 
And except for certain very short-haul 
“fringe” messages over a few state 
lines, the entire interstate business is 
concentrated on the “Long Lines” sys- 
tem and the systems of the six multi- 
state companies above mentioned. 


F course, this concentration of in- 
(0) terstate telephone business and of 
corporate authority over it tends to sim- 
plify the work of the regulatory author- 
ity. But it also carries with it many 
problems of a highly important “social” 
nature. In effect, we find ourselves con- 
fronted with an almost complete mo- 
nopoly of this business in the hands of 
an integrated corporate organization, 
and the test of interstate telephone regu- 
lation, as and when it really gets under 
way, will be whether it can satisfactorily 
fulfil the basic aim of acting as an effi- 
cient and effective substitute for compe- 
tition in this field. 

As stated above, aside from the de- 
tails of actual rate structure, the Com- 
munications Commission’s problems in 
the regulation of these interstate opera- 
tions are threefold in nature—first, 
those which are common to public utility 
regulation in general; second, those 
which are peculiar to the telephone busi- 
ness; and third, those which stem from 
the special characteristics of the “Bell 
Telephone System.” I shall broach 
only a few of these problems today. 


Basic Problems of Utility Regulation— 
“Valuation” 

a= the regulatory problems pre- 

sented by the telephone in common 


with other forms of utility service, the 
foremost is of course that béte-noir of 
public utility regulation — so-called 
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“Valuation.” It would be out of place, 
indeed, for me to inflict upon this group 
today my rather heterodox views upon 
this subject. May I, however, pose a 
question: Who among you has ever 
heard of a successful and practical busi- 
ness man in the nonutility field girding 
up his loins, reaching for his pocket- 
book, and hiring a staff of engineers and 
lawyers to go through the elaborate 
hocus-pocus which, in the utility field, 
we solemnly term “valuation”? Fur- 
thermore, would any business man 
thereupon apply to the figure thus ob- 
tained some purely arbitrary percentage, 
called in the utility field “rate of return,” 
for the purpose of ascertaining what 
earning level his business must attain in 
order to maintain its place in the sun? 
How long would such a fellow last in 
the practical and extremely cold-blooded 
world of business? 

It may be said that the prices which 
ordinary businesses may charge are fixed 
by competition; and that, since regula- 
tion in, the utility field is in a sense a sub- 
stitute for competition, some such ma- 
chinery as so-called “valuation” is 
essential in that field, in order that there 
may be some criterion on which to judge 
the propriety of rate levels. No one 
could quarrel with that position if only 
the selected criterion possessed some 
logical relation to the varying needs of 
these businesses. 


B” “valuation” practices have usu- 
ally partaken more of the nature 
of horse-trading or of pure speculation 
than they have of fundamental business 
sense. After the circuses are over the 
participants are usually not a whit 
nearer a practical business solution of 
the problem than they were when the 
show commenced. Indeed, they are 
often so befuddled by the fog of hy- 
pothesis that any practical solution 
has long since become impossible. I 
sincerely trust that a contest on the sub- 
ject of “valuation” may be avoided in 
the work in which I am now engaged. I 
am not unmindful of the many decisions 
of the courts upon this subject, and it 
may be that we shall eventually be forced 
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to set up our tents in this desert, but 1 
cannot overlook the fact, as I see it, 
that “valuation,” as it is commonly prac- 
ticed, has little real place in the sober 
determination of the reasonable level of 
revenues to be allowed a public utility 
in order that it may properly sustain its 
credit and keep pace with the demands 
of its consumers. May I remind you 
that I have here referred solely to the 
process of “valuation,” as it has grown 
up, in contradistinction to the funda- 
mental concept of “value,” which I have 
made no attempt to discuss in this paper. 

When asked when we are going to 
begin counting bricks and measuring 
wires as the foundation for a valuation 
of the telephone company’s properties, 
I bethink me of the many vastly more 
pressing problems which are crowding 
upon us and am reminded of the man 
who was trying to teach a parrot to talk. 
Standing before the bird, he repeated for 
several minutes the words, “Hello, 
hello, hello!” The parrot was apparently 
wholly unimpressed. At last he opened 
one eye and gazed upon the man, and 
finally drowsily remarked, “Line’s 
busy.” 

We are “ready, willing, and able” to 
enter this field of “valuation” if such ac- 
tion should become necessary, but we 
hope to avoid any such necessity, at 
least until opportunity has been had to 
complete the fundamental studies which 
we deem much more important at this 
time. 

“Reproduction Cost” 

Wax I have said of “valuation” ap- 

plies, of course, to its subfactor 
“reproduction cost.” In order to make 
absolutely sure that there may be no 
slip twixt cup and lip we are now study- 
ing the broad trends of costs and prices 
on the elements of property used in the 
interstate telephone business. But we 
are not attempting to build up a vast, 
imaginary structure of hypothetical “re- 
production cost” for these systems. And 
we do not expect to be forced to do so. 


Rate of Return 


? I ‘HE problem of “rate of return” is ° 


also one which is common to all 
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types of public utility rate investigation, 
Yet despite the thousands of utility rate 
cases in the books, and despite the vit, 
import of this subject, very little has 
found its way into the decisions to offer 
concrete aid in the selection of the fair 
and proper “rate of return” to be ap. 
plied in any concrete case. 

Even minor variations in this retum 
item are obviously equivalent to changes 
of large magnitude in “valuation.” For 
example, an increase from 6 to 8 per 
cent in the allowed rate of return js 
equivalent to a difference of no less than 
334 per cent in the rate base. On a prop. 
erty valued at $100,000,000, a difference 
of one-half of one per cent in the 
allowed rate of return represents a dif- 
ference of half a million cold, hard dol- 
lars in net earnings, and this amounts, 
on a 6 per cent return basis, to a varia- 
tion in “valuation” of eight and a third 
millions of dollars. On the present net 
investment in the American Telephone 
and Telegraph Company’s “Long Lines” 
plant, such a one-half of one per cent 
difference in rate of return would equal 
some $1,600,000 in annual revenue, an 
amount which, on a 6 per cent retum 
basis, would represent a variation of no 
less than $27,000,000 in the so-called 
“value” of this system alone. This vital 
relation between the adopted rate of re- 
turn and the matter of so-called “valua- 
ation” is often overlooked by utility off- 
cials, imbued as they frequently are 
with great zeal to obtain the last dollar 
of asserted “value” for their employers 
properties. 

The subject of “rate of return” has 
already been made the occasion of in- 
tensive study by the rate and research 
group, for we must discover the relation 
of its various factors to the practical 
questions that confront us. To spend 
time and energy on the abracadabra of 
“valuation” would appear futile in the 
face of pressing need for a more definite 
understanding of the cold business prin- 
ciples which are involved in this rel 
tionship between public utility service 
costs, credit stabilizing needs, and allow- 
able profit. 
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Depreciation 

HE problem of depreciation, from 
ik expense angle, and also as a 
measure of the exhausted service capac- 
ity of the plant, has long presented and 
continues to present a serious stumbling 
block in the way of the successful regu- 
lation of public utilities. It is a problem 
common to all such regulation, and it un- 
questionably offers an opportunity for 
much constructive effort. The magni- 
tude of the depreciation factor in the 
telephone field is indicated by the fact 
that an over-all depreciation reserve of 
no less than $1,145,000,000 had been ac- 
cumulated on the books of the “Bell 
System” as of the close of 1936. This is 
not only a prodigious sum in itself, but 
it amounts to some 28 per cent of the 
total book investment of $4,040,000,000 
represented by all “Bell System” de- 
preciable plant items. The importance 
of the problem in connection with inter- 
state telephone rates is further indicated 
by the fact that on the American Tele- 
phone and Telegraph Company’s “Long 
Lines” system alone the.charges to oper- 
ating expenses on account of accruing 
depreciation are practically a million 
and a half dollars each month. That 
questions involving such operating ex- 
pense charges may loom as large in rate 
studies as do questions of so-called 
“valuation” or “rate base” is apparent 
when we recall that an error equivalent 
to but one month’s such charges on the 
“Long Lines” system would represent a 
return factor of 6 per cent on $25,000,- 
000 in property “valuation.” Moreover, 
at the present time this item of accruing 
depreciation accounts for more than 
25 per cent of total telephone operating 
expenses of the “Bell System,” and 15 
cents out of every dollar of revenue goes 
to cover this depreciation item. 


0 one will deny that the consump- 
. tion of property used in furnish- 
ing telephone service is as much a part 
of the cost of furnishing the service as 
are the wages paid to the operators en- 
gaged in making actual telephone con- 
nections. Nor will any reasonable per- 
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son quarrel with the dictum of the ac- 
countants that the using up of property 
in service must be taken care of cur- 
rently by some method of spreading the 
inevitable loss over the life of the prop- 
erty in question. Such loss is made up 
of physical elements such as wear and 
tear and the action of time and the ele- 
ments, and also of functional elements 
such as obsolescence, inadequacy, and 
the demands of the public authorities. A 
number of methods have been suggested 
for the accomplishment of the desired 
end. The Interstate Commerce Commis- 
sion adopted the so-called “straight- 
line” accounting method, which divides 
the total cost into equal annual amounts 
over the estimated lives of the various 
classes of property in question, and the 
Federal Communications Commission 
has to date accepted that method in its 
accounting classification. While the 
advocates of the so-called “sinking- 
fund” and “retirement” methods are 
still active, and while much may possi- 
bly be said for the use of those methods 
in the utility accounting field, it is sub- 
mitted that the choice of any particular 
method is relatively immaterial, pro- 
vided it be reasonably adapted to the 
end in view, and provided that in using 
it all of the aspects of the depreciation 
problem be fairly and honestly welded 
into a harmonious whole. 


UNDAMENTALLY, I mean by this that 

there must be reasonable agreement 
between the depreciation expense ac- 
cruals and the deductions for accrued 
depreciation which must be made in ar- 
riving at the rate base. Unfortunately, 
some utility representatives have taken 
what seems to the writer to be a short- 
sighted view of this situation, and have 
frequently allowed mere temporary ad- 
vantages in individual rate cases so 
greatly to influence their position that 
the harmonious resolution of this prob- 
lem has been materially delayed. In- 
deed, I sometimes wonder whether cer- 
tain eminent members of the legal pro- 
fession have not habitually, in these 
matters, had their tongues in their 
cheeks. It would otherwise be difficult 
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to comprehend their solemn and zeal- 
ous advocacy of certain curiously in- 
congruous positions. 

For example, to assert that straight- 
line accruing depreciation charges must 
be allowed in operating expenses in such 
amounts as to build up huge reserves, 
amounting to as much as 25 per cent or 
more of book investment in depreciable 
plant, and at the same time to demand 
that the deduction for accrued deprecia- 
tion in arriving at the “rate base” be 
limited solely to the wear and tear ac- 
tually visible in the property at any 
given time, seems to the writer singularly 
inconsistent with the harmonious treat- 
ment of the entire problem to which the 
ratepayers are entitled. This is the so- 
called “condition per cent” theory, and 
it has been put forth with great vigor in 
numerous state telephone rate cases by 
representatives of the Bell Associated 
Companies, on the apparent reasoning 
that a depreciation dollar in the till is 
worth two in the pockets of a subscriber. 
In effect, these advocates have urged 
that their companies were entitled to 
charge sums to operating expenses on 
the straight-line basis sufficient to take 
care of all potential causes of future 
plant retirement, both functional and 
physical, thus building up large depre- 
ciation reserves, but that, on the side of 
“valuation,” nothing could be deducted 
for realized depreciation that could not 
actually be seen with the eye, thus effec- 
tively eliminating from practical con- 
sideration in the value phase of the prob- 
lem the elements of inadequacy, obso- 
lescence, and other functional causes of 
retirement. 


it is the practice of the Bell companies, 
in common with most other public 
utilities, to reinvest their depreciation 
accruals in new and replacing plant. To 
allow a return upon such reinvestments 
without the deduction of at least an 
equal amount from the cost of the prop- 
erties upon which such accruals were 
made would, in effect, force the sub- 
scribers to pay a profit upon the original 


investment, now represented by property ° 


which has depreciated over the years, 
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and at the same time to pay a profit upon 
the sums which they themselves haye 
contributed to take care of this very de. 
preciation on the straight-line basis, 
While the “condition per cent” theo 

was no doubt ingenious and while jis 
adroit originator should certainly be 
placed on a liberal pension, it has a 
times led in practice to almost ludicrous 
results, because of resultant incongrui- 
ties between the claims that have been 
made for high “straight-line” deprecia- 
tion accruals, on the one hand, and the 
low “observed” or “existing” accrued 
depreciation that has been admitted, on 
the other. Indeed, demands have x 
times been made for depreciation allow- 
ances in operating expenses each year 
that have equaled or even exceeded the 
total realized depreciation thus admitted 
to exist in the property. In the recent 
Los Angeles telephone rate case, for ex- 
ample, book investment in central office 
equipment totaled almost $50,000,000, 
or about a third of the company’s de- 
preciable property. An annual, straight- 
line depreciation accrual allowance of 
4.8 per cent of that book cost was asked 
as an operating expense, amounting to 
an annual depreciation charge of $2- 
277,698. At the same time, and witha 
straight face, the company’s representa- 
tives claimed that the “per cent condi- 
tion” of this same equipment was no 
less than 96—in other words, that its 
present “condition,” as determined by 
inspection, was 96 per cent of what tt 
would be were it new property of the 
same type, similarly placed. This re 
sulted in the solemn contention that de 
preciation of ‘but 4 per cent had been 
actually realized in this property, over 
its entire life to date, a factor which, 
when monetarily expressed amounted 
to only $2,047,100. Had the company’s 
contention been accepted it would there- 
fore have been entitled to collect each 
year from its patrons to represent the 
accruing depreciation of that single year 
a sum greater by over $200,000 than the 
total depreciation which it would admit 
had occurred over the entire life of this 
equipment up to the date of the investt- 
gation. 


594 





APPENDIX—AMERICAN BAR ASSOCIATION ADDRESSES 


QUALLY far-fetched were the claims 
E made in respect to certain other 
classes of property. On “private branch 
exchange” equipment, for example, the 
contention was that 8.3 per cent of the 
hook amounts must be collected each 
year, though the total admitted “exist- 
ing depreciation” was but 5 per cent. On 
building 2.5 per cent was demanded for 
annual depreciation, though the ad- 
mitted total of accrued depreciation was 
only 3 per cent. Station apparatus re- 
quired a 7.7 per cent annual deprecia- 
tion rate, but its “condition” was only 10 
per cent depreciated. And the composite 
straight-line annual expense charges 
over all the depreciable property in the 
company’s plant were fixed at 4.42 per 
cent, as contrasted with a composite ad- 
mitted “exising depreciation” on the 
“condition per cent” theory of but 6.99 
per cent. In other words, over all the 
property, the full “existing deprecia- 
tion” that was admitted would have been 
collected back from the subscribers ap- 
proximately every one and one-half 
years, had the company’s contentions 
been accepted. 

Fortunately they were not. And the 
propositions so advanced seemed to the 
California Railroad Commission’s de- 
preciation engineer “so at variance with 
reason and facts as to cause the collapse 
of the method by its own inconsisten- 
cies.” The commission itself, after set- 
ting forth the situation in a tabulation 
by classes of plant, remarked that: 

The extreme and unequitable results in- 

dicated by this table negative the soundness 


of the company’s position in respect to de- 
preciation.! 


i ee Interstate Commerce Commis- 
sion several years ago pointed out 
what it termed the “absurd incongrui- 
ties” which follow such curiously incon- 
sistent contentions.? And that body, in 
adopting the straight-line method of de- 


preciation accounting, declared that 


1Los Angeles v. Southern California 
Teleph. Co. (1936) 14 P.U.R. (N.S.) 252, 271. 
2 Re Depreciation Charges of Telephone 
Companies (1931) 177 Inters. Com. Rep. 


? 
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there is “an inseparable connection be- 
tween the straight-line method and the 
principle that accrued depreciation rep- 
resented by the depreciation reserve 
must be deducted in ascertaining the rate 
base value.” If, said that commission, 
. , any other principle should hereafter 

be adopted by the courts, a reconsideration 


of the entire question of depreciation ac- 
counting would at once become necessary.® 


This problem of depreciation, includ- 
ing the various accounting methods and 
a harmonious program for taking care 
of property deterioration both in oper- 
ating expenses and in rate base determi- 
nation, is now being made the subject of 
intensive study by the Communications 
Commission. Surely a solution fair to 
all concerned should not be difficult, and 
the time seems to have arrived to put an 
end to this making a virtue of inconsis- 
tency. Some of the state commissions 
have urged, and certain of the courts 
have intimated that, if the “condition 
per cent” theory were to be accepted as 
a criterion of realized depreciation, cor- 
responding reductions should be made 
in annual depreciation accruals. While 
this appears to the writer to be putting 
the cart before the horse, this proposi- 
tion may well have to be adopted, if the 
“condition per cent” advocates continue 
their tongue-in-cheek onslaughts. 


OUBTLESS a semblance of harmony 
between accrued and accruing de- 
preciation claims could thus be obtained, 
but reductions in annual accruals to the 
basis of physical causes of plant retire- 
ment alone would not safeguard public 
utility investors against loss, nor would 
they assure the public of receiving con- 
tinuous and satisfactory service. This 
is because such a method would in effect 
eliminate from consideration all the im- 
portant functional causes of retirement, 
and would remove from the protection 
of depreciation accounting many losses 
in plant service value that must be faced 
by any operating public utility. It is to 


8 Re Depreciation Charges of Telephone 
ae (1926) 118 Inters. Com. Rep. 


, 
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be hoped that a more constructive solu- 
tion may be arrived at, through a broad 
recognition of the fact that all these 
causes of retirement exist and must be 
taken care of. It appears to the writer 
that the rate-base depreciation deduc- 
tion rather than the annual depreciation 
accrual is the item to be brought into 
harmony. 

If a truly harmonious and equitable 
result cannot be attained under the 
straight-line method, the only alternative 
would appear to be the adoption of some 
other method of handling accruing de- 
preciation, such as the sinking-fund 
method, or even the retirement method, 
despite the latter’s obvious hazards to 
the utility investor. 


Operating Expenses 


| geen 80 cents out of every dollar 
contributed by telephone subscrib- 
ers goes for operating expenses. Taxes 
at the present time consume approxi- 
mately 15 per cent of these expenses; 
depreciation accruals take another 20 to 
25 per cent; current maintenance 
amounts to 25 per cent; telephone com- 
mercial expenses total some 10 per cent; 
traffic expenses some 18 per cent, and 
general administrative salaries and ex- 
penses plus certain miscellaneous items 
consume the remainder. 

Aside from the element of deprecia- 
tion, such operating expense items have 
seldom received serious attention on the 
part of the regulatory authorities. Ex- 
cluding taxes and depreciation, much of 
this expense is represented by wages 
and salaries, and it is probably a fact 
that the general level of expenses on 
any public utility system is largely a 
measure of the efficiency of manage- 
ment. Whether one man or ten shall be 
employed to perform a given task; 
whether maintenance routines shall be 
accomplished once a month or once a 
week ; whether a certain grade of service 
shall be rendered at all times and at 
every point served—these, and many 
similar factors of a managerial nature 
delimit, in the usual case, the level of 
operating expense. 
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bara will at once recognize the 
difficulty of analyzing the pro- 
priety of such practices and their re. 
sultant expense. But this difficulty 
should not excuse the regulatory au- 
thorities from the task of facing this 
problem, irrespective of its complexity. 
Much of the time and energy heretofore 
largely wasted in traversing the barren 
valleys of so-called “valuation,” might, 
it would seem, have been better devoted 
to this equally difficult but potentially 
much more fertile field. 

It can fairly be said that, in the past, 
regulation has frequently imposed a 
penalty upon littleness, since the defi- 
ciencies of a small utility’s operation are 
more readily discernible than are those 
of great statewide or nation-wide or- 
ganizations. No serious minded person 
would suggest that regulation should as- 
sume the fundamental functions of 
management, but the danger of man- 
agerial manipulation inherent in these 
fields of operating expenses must at all 
times be recognized. Obviously, if the 
regulation of interstate telephone rates 
is to be adequate and successful, the 
problem of operating expense Icvels 
must be squarely met. 


Special Rate Problems—Separation 


ASSING now to the problems which 
may be regarded as specific to the 
telephone industry, the most important 
question is apparently that of so-called 


“separation.” Accountants and engi- 
neers are often called upon to allocate 
the joint costs of various types of serv- 
ice, but in the telephone field this allo- 
cation or segregation problem is of spe- 
cial import as well as of peculiar com- 
plexity. If each general class of con- 
sumers is to bear its fair proportion of 
the over-all costs of operation, a full 
resolution of these questions will have 
to be had. 

The problem long ago presented itself 
as between the properties, expenses, and 
related revenue requirements of ex- 
change service as distinguished from toll 
service, and considerable work has been 
done on the subject. Studies have been 
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made in numerous rate cases tending to 
disclose the relative amounts (expressed 
in dollars) of these various elements, 
particularly in cases involving the estab- 
lishment of local exchange rates, In a 
few statewide rate cases, the emphasis 
has been placed on the toll factor, but it 
was not until the Chicago Case (Smith 
y. Illinois Bell Teleph. Co. [1930] 282 
U.S. 133, 75 L. ed. 255, P.U.R. 1931A, 
1; Lindheimer v. Illinois Bell Teleph. 
Co. [1934] 292 U. S. 151, 78 L. ed. 
1182, 3 P.U.R.(N.S.)337) that separa- 
tion as between intrastate and interstate 
toll operations became really important 
in the picture. In that case the United 
States Supreme Court apparently 
stamped its seal of approval upon the so- 
called use basis of allocation, and much 
work has since been done along that line. 
Unfortunately, the methods presently in 
effect involve long and extremely com- 
plicated and expensive studies, the cost 
of which must in the end be borne by 
the consumers. 


|B pater since the Federal govern- 


ment possesses jurisdiction only 
over interstate operations, whereas the 
several state commissions are limited to 
the intrastate situation, the creation of 
the Federal Communications Commis- 
sion has forced this question to the 
front. And of this problem the Supreme 
Court remarked: 

The separation of the intrastate and in- 
terstate property, revenues, and expenses of 
the company is important not simply as a 
theoretical allocation to two branches of the 
business. It is essential to the appropriate 
recognition of the competent governmental 
authority in each field of regulation. Smith 
v. Illinois Bell Teleph. Co. supra (P. U. R. 
1931A, at p. 7). 


Concretely, the problem is one of de- 
veloping data which the present ac- 
counting methods do not afford to the 
investigator. Much telephone property 
may readily be classified, according to its 
actual use, into solely toll or solely ex- 
change property, and such property pre- 
sents no particular separation difficulty. 
But there is a vast segment of telephone 
plant which is jointly used in both oper- 
ations. If a pole, for instance, is used 
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to carry a number of telephone circuits, 
three-fourths of which are used for ex- 
change service and one-fourth for toll, 
it is ordinarily included in the accounts, 
as they are presently kept, under the 
heading of exchange pole lines. Con- 
versely, if a cable contains fifty pairs of 
wires used for transmitting “long-dis- 
tance” messages and only twenty pairs 
used for local messages, it is ordinarily 
accounted for as a toll cable. This is 
what is known in accounting circles as 
the “major use” basis. Its chief advan- 
tage lies in its relative simplicity, and it 
has proved sufficient for most purposes. 
But it is not at all sufficient if what we 
are after is to know the exact amounts 
and proportions of property devoted to 
exchange and toll uses, respectively, or 
to interstate toll uses at any given time. 


oR example, the investment in a pole 

which has been classified by its 
“major use” as an exchange facility, 
must for separation purposes be divided 
into its relative exchange and toll fac- 
tors. And if one or more of the circuits 
which it carries is used for interstate 
toll purposes there must be a further 
breakdown of the toll factor. Indeed, it 
has been argued that full separation on 
the basis of use demands complete allo- 
cation of all property, down to the last 
individual telephone instrument, in ac- 
cord with its actual usage in exchange 
and toll service. When we consider the 
great structural complexity of a modern 
telephone plant, with its accumulations 
of land, buildings, central office equip- 
ment, pole lines, wire networks, cables, 
connecting wires, and telephone instru- 
ments, the intricacy of this separation 
problem becomes at once apparent. Yet 
without some reasonable separation of 
properties, as well as of operating ex- 
penses and revenues, it is obviously im- 
possible to measure the reasonableness 
of exchange rates as contrasted with 
interstate toll rates. 

Fortunately for interstate toll rate 
regulation, the “Long Lines” of the 
American Telephone and Telegraph 
Company presents no direct separation 
problem, since its operations are solely 
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interstate in nature. Conversely, the 
majority of the Bell associated com- 
panies offer no interstate service to 
speak of, and their operations fall 
almost wholly within the jurisdiction of 
the several state commissions. In respect 
to these companies the question of prop- 
erty separation is of importance only in 
connection with the proper level of com- 
pensation to be received by them for 
their services in originating and termi- 
nating interstate telephone messages 
interchanged with the “Long Lines” 
system. 


O N the systems of the six large multi- 
state associated companies, how- 
ever, the problem of actual separation 
is of immediate importance, since, in 
respect to these companies, some sort of 
separation of interstate properties, 


revenues, and expenses must be devel- 
oped if regulation of their interstate 
rates is to be placed on more than a 
very rough and ready basis. 

The practical application of this 
problem is already before us. As men- 


tioned above, a large reduction in inter- 
state toll rates was made on the “Long 
Lines” system as of January 15, 1937. 
To date, only one of the Associated Com- 
panies, the Southwestern Bell, has ad- 
justed its own interstate rate schedule 
to conform with the new “Long Lines” 
rates. Active discussion has been going 
on for some months with another of the 
large multistate companies looking 
toward a similar adjustment. But to 
date nothing tangible has been effected, 
because that company has consistently 
taken the position that no separation of 
its interstate operations is now available, 
and that, in the absence of full separa- 
tion data, the Federal commission can- 
not evaluate its interstate business, as 
distinct from its over-all operations, 
merely from a consideration of over-all 
operating results. Like Barnacle Bill, 
the commission stands knocking at the 
door, but the key is inside, where even 
the coy maiden cannot find it. 

In view of certain pending discussions 
with Bell representatives looking toward 
possible simplified and less expensive 
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separation methods, we have hesitated 
to ask the company in question to go to 
the large expense necessary to develop a 
complete interstate separation at this 
time, an expense now estimated at $335,- 
000. But we are up against the gun. 
Either such simplified methods must be 
rapidly developed and the data on all 
affected companies produced, or the 
commission will be faced with the prob- 
able necessity of asking for separations 
on the present highly expensive basis in 
respect to each of these companies. 

Regardless of the situation in respect 
to Federal jurisdiction, the state Com- 
missions will frequently be faced with 
the necessity of separation studies as 
between intrastate toll and exchange 
service. A simplified and relatively in- 
expensive method of arriving at such 
results would be in the interest of all 
concerned, and it is to be hoped that 
some such method satisfactory to all 
parties, may be developed. 


“Stimulation” 


— in telephone toll rates ap- 
parently have considerable effect 
upon the volume of business to be ex- 
pected. Thus, although existing studies 
are not conclusive as to the exact per- 
centages, examination of the effects of 
the large interstate rate reductions of 
the past few years discloses that in- 
creases in volume varying from 20 to 
40 per cent of the reductions have been 
experienced. This stimulating effect of 
rate reductions deserves more detailed 
study, and such study is now being 
jointly made by the company and the 
commission’s rate and research group, 
with particular reference to the effect 
of the $12,000,000 reduction made by 
the “Long Lines” on January 15, 1937. 

Estimates made by company officials 
at the time of that reduction indicated 
that, because of this item of stimulation, 
the net loss in revenues to the company 
as a result of the $12,000,000 reduction 
in rates to the public would not amount 
to more than $9,000,000, and might 
possibly be as low as $8,000,000. If 
this has in fact been the case, it appar- 
ently follows that considerably larger 
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savings to the public may be expected 
from future rate adjustments than the 
net losses which will be sustained by the 
company. If, for example, it were to 
appear that company revenues exceed 
those properly allowable by $5,000,000, 
rate reductions to save the telephone- 
using public nearly $8,000,000 could 
properly be effected. 

The problem of correctly evaluating 
this stimulation factor is highly compli- 
cated, because of the many variations in 
demand occasioned by other causes, 
such as changes in general business 
conditions. But it is a matter of con- 
crete moment, and as close an approxi- 
mation as possible of the relation be- 
tween the net effects of rate changes on 
the business and the gross effect of such 
changes on the patrons should be devel- 
oped and kept currently up to date. 


‘Bell System Problems—W estern 
Electric Company Relations 
NDER the provisions of the contract 
between the Western Electric 
Company and the Bell telephone operat- 
ing companies, substantially all of the 
latter’s equipment, apparatus and ma- 
terial requirements are purchased from 
the Western Electric Company. The 
propriety of the prices paid for such 
apparatus, equipment, and supplies is 
therefore a matter of particular interest 
in the general telephone rate problem, 
because of the close relations which 
exist between that manufacturing and 
supply agency and the parent and 
associated operating corporations of the 
“Bell System.” This relationship was 
discussed by the United States Supreme 
Court in the case of Smith v. Illinois 
Bell Teleph. Co., supra, in which the 
city of Chicago had urged that prices 
charged the Illinois Bell Company by 
Western Electric had been exorbitant. 
On this question the state commission 
made no finding, and the lower Federal 
court declared the city’s contentions un- 
supported, remarking that, on its total 
business, the electric company had not 
enjoyed an average profit “in excess of 
7 per cent and never above 10 per cent.” 
The Supreme Court held this finding in- 
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sufficient. It reviewed the Western 
Electric’s business field and stated that 
it could not be assumed that that com- 
pany’s earnings as a whole “represent 
the net earnings from the sales to the 
Bell licensees generally or from those to 
the Illinois Company.” Mere compari- 
sons between the prices charged by inde- 
pendent manufacturers and those which 
Western applied to non-Bell operators 
were also held inconclusive, the court 
adding : 

The point of the appellant’s contention is 
that the Western Electric Company, through 
the organization and control of the Ameri- 
can Company, occupied a special position 
with particular advantages in relation to the 
manufacture and sale of equipment to the 
licensees of the Bell System, including the 
Illinois Company, that is, that it was virtu- 
ally the manufacturing department for that 
system, and the question is as to the net 
earnings of the Western Electric Company 
realized in that department and the extent 
to which, if at all, such profit figures in the 
estimates upon which the charge of con- 
fiscation is predicated. (P.U.R. 1931A, at 


p. 10.) 


HE case was remanded to the dis- 

trict court for further findings in 
conformity with this opinion, and that 
court thereupon found that the earn- 
ings of Western Electric Company, and 
its profits on sales to the Illinois Bell 
Telephone Company in the Chicago 
area, had been fair and reasonable, ex- 
cept for an increase in prices of 10.2 
per cent, which became effective 
November 1, 1930. 

When the case again reached the Su- 
preme Court (Lindheimer v. Illinois 
Bell Teleph. Co., supra), the question 
of Western Electric prices was still 
among the issues, but the court rested 
its decision, which upheld a rate reduc- 
tion order of the Illinois Commerce 
Commission, primarily upon a finding 
that the company had made excessive 
charges to operating expenses for de- 
preciation. It therefore took the posi- 
tion that it was unnecessary to pass upon 
the Western Electric price problem. 
Thus no final judicial determination by 
the Supreme Court of the United States 
has as yet been had upon this matter. 

The practical importance of the ques- 
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tion becomes apparent when we realize 
that from 1925 to 1930 Western Elec- 
tric sales to the Bell companies averaged 
over $290,000,000 each year; that from 
1926 to 1934 Western made approxi- 
mately 92 per cent of the total sales of 
telephone apparatus and equipment en- 
joyed by all manufacturers of such 
products in the United States, and that 
during the entire period from 1913 to 
1931, no less than 614 per cent of the 
gross cost of plant and equipment con- 
structed by the Bell operating com- 
panies was represented by materials 
purchased from Western. The remain- 
der was largely made up of labor, com- 
pany overheads, freight, and like items. 
Inasmuch as this period of nineteen 
years may be said roughly to constitute 
a complete life cycle of Bell System 
plant, it is apparent that almost two- 
thirds of the Associated Companies’ 
present plant must today be represented 
by apparatus and materials purchased 
from Western. Constant scrutiny of the 
reasonableness of prices claimed for 
such a large proportion of investment 
seems essential, particularly in view of 
the close relationship between the parties 
involved in these transactions. 


ESTERN Electric costs and prices 

were made the subject of lengthy 
study by the staff of the pending tele- 
phone investigation, and witnesses from 
that special staff testified at length on 
the matter. In general they expressed 
the conclusion that Western has been a 
very profitable adjunct to the “Bell Sys- 
tem.” They asserted that if an investor 
had spent $100 in 1881 for a share of 
stock in what is now the Western Elec- 
tric Company and had made no change 
in such investment over the years, he 
would, at the end of 1936, have found 
himself in the possession of shares hav- 
ing a book value of $4,825, and in addi- 
tion he would have received no less than 
$10,939 in cash dividends, or an aver- 
age annual return of more than 195 per 
cent on his original investment. The 
American Telephone and Telegraph 
Company, which today owns 994 per 
cent of the stock of Western Electric, 
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and which at least since 1883 has con- 
trolled that corporation, has apparent} 

been the principal beneficiary of this 
situation. 

Moreover, since Western suffers 
practically no competition in connection 
with a large proportion of its sales to 
Bell System companies, competitive 
considerations would not appear to 
enter as a controlling factor into the 
fixing of Western’s prices, which were 
increased some 20 per cent during the 
depression years, at a time when gen- 
eral price levels on most other manu- 
factured articles were declining. Since 
these price increases of Western have 
directly affected the estimates and 
claims for “reproduction cost” and re- 
sultant “value” in numerous state tele- 
phone rate cases during these years, the 
importance of the Western Electric 
price problem must be obvious. The 
special investigation staff, after its 
lengthy study of this question, offered 
testimony purporting to show that 
Western’s recorded costs overstate true 
costs, and that Western’s prices on Bell 
used equipment have afforded un- 
usually high profits to the company. 
What the findings of the commission 
may be upon this point must await its 
final report upon the investigation, but 
if the engineers’ conclusions are sub- 
stantiated it must follow that operating 
telephone company rate bases may be 
found to be too great, even in relation 
to investment or book cost items. The 
question is undoubtedly a serious one, 
and is of import to both the state and 
Federal commissions. No future exami- 
nation of Bell telephone rates can ap- 
parently be complete without careful 
consideration of this problem of manu- 
facturing costs and prices. 


The “License Contract” Service Charge 


N common with a practice which has 
long been popular in respect to many 
other types of public utility corporate 
systems, a fee is charged by the parent 
corporation of the “Bell Telephone Sys- 
tem” for services allegedly rendered to 
its subsidiaries under certain so-called 
“license contracts.” And although it is 
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merely a department of the American 
Telephone and Telegraph Company, 
rather than a separate corporation, the 
“Long Lines” system contributes a 
similar fee. 

Much controversy has developed in 
rate cases respecting the payments so 
made. This “license contract fee” de- 
rives its title from the fact that the 
rental of Bell telephone instruments and 
the licensing of their use by the various 
associated companies was originally the 
main stated purpose of the contracts. 
About twenty years ago, provisions were 
written into the license agreements 
whereby “Mother Bell” agreed in gen- 
eral terms to perform certain services, 
for the licensees—such services to con- 
sist of advice and assistance to the oper- 
ating companies on such matters as 
operation and engineering, accounting, 
financial, legal, personnel, and the like. 

Formerly the “license fee” included 
an amount for the rental of instruments 
and totaled 44 per cent of the licensee’s 
gross operating revenues. However, 
the instruments were sold to the oper- 


ating companies in 1927, and the “li- 
cense fee” currently charged is 14 per 
cent of such revenues. While this item 
therefore does not loom large in any 


individual subscriber’s rate, that it 
amounts to no small sum over all is 
shown by the fact that in the year 1936 
a total of over fifteen millions of dollars 
was received by the American Tele- 
phone and Telegraph Company as 
“license contract fees” from its several 
Associated Companies and from its 
“Long Lines” department. 


OR many years the state commissions 

have wrestled with this license fee 
problem, for such fees, if proper and 
allowable, are chargeable on the books 
of the operating companies as operating 
expenses. But the state regulatory 
agencies were long handicapped by their 
inability to ascertain the true costs of 
rendering the alleged services for which 
the fees were provided. They could not 
ordinarily obtain access to the parent 
company’s books, since it rendered no 
intrastate service in their states, and 
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was therefore not directly amenable to 
their jurisdiction. And the American 
Telephone and Telegraph Company 
consistently took the position that its 
costs of performing the alleged license 
contract services were immaterial to the 
validity of the fee itself, provided a 
showing were made that the services 
were, in fact, of value. Until recently 
the courts apparently lent their support 
to this position, holding that the license 
contract was valid unless proved 
fraudulent, a fact which obviously no 
state commission was in any position to 
prove. 

In the case of Smith v. Illinois Bell 
Teleph. Co., supra, however, the Su- 
preme Court ordered the determination 
of the American Company’s cost of 
furnishing license contract services, as 
well as “the reasonable amount which 
should be allocated in this respect to the 
operating expenses” of the Illinois Com- 
pany. 

OXF the rendition of that decision, 

in December, 1930, much data as to 
asserted license contract service costs 
have been presented in several state rate 
cases. And in every instance the as- 
sertion has been made that these costs 
total an amount substantially greater 
than the fees received, the alleged dis- 
crepancy in 1936 amounting to more 
than $5,000,000 over the system. In- 
deed, by far the greater portion of all 
costs of operation of the parent com- 
pany (aside, of course, from its “Long 
Lines” operations) are currently being 
claimed by it as “license contract” serv- 
ice costs. 

The problem is particularly compli- 
cated by the fact that such costs are not 
separately recorded on the books of the 
parent company, and the claimed costs 
are therefore derived from allocations, 
based on judgment, made by the heads 
of the various departments and by cer- 
tain key employees. Up to the present 
time no Supreme Court pronouncement 
has been made upon these showings of 
alleged costs, although at least one state 
commission has disallowed the entire 
license contract fee on the ground that 
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the cost was not sufficiently proved. Re 
Wisconsin Teleph. Co. (Wis. 1936) 
13 P.U.R. (N.S.) 224, 258. 

In the Communications Commission’s 
general telephone investigation an 
analysis of these license contract rela- 
tions and claims was made, and the tele- 
phone rate and research group is con- 
tinuing that study, with special refer- 
ence to the license fee currently charged 
against the “Long Lines” operations. 
Because of the similarity of this prob- 
lem to those of the states and the Associ- 
ated Bell companies, this study bids fair 
to prove of widespread interest and im- 
portance. It seems obvious that the 
combination of jurisdiction over the 
parent company, as well as, in this in- 
stance, over the fee-paying organism, 
places the Federal commission in a 
particularly favorable position to make 
this study. 


Other Problems 


M ANY other problems present them- 
selves in this pioneering stage of 
interstate telephone rate regulation, but 
they cannot be touched upon today. 
The subjects of patents and their utili- 
zation ; of alleged suppression of inven- 
tions for business or economic reasons; 
of pensions to superannuated em- 
ployees; of the effect upon local and 
long-distance telephone rates of the 
peculiarities of “Bell System” organi- 
zation and control; of the relation of 
telephone rates to telegraph rates, a 
matter of social as well as of business 
import; of the teletypewriter and pri- 
vate line phases of interstate telephone 
wire usage ; of the rapid development of 
the new teletypewriter exchange serv- 
ice, by which two or more such ma- 
chines wherever located may be con- 
nected at a moment’s notice; of the con- 
flict between cost of service and value 
of service factors in the detailed spread- 
of-rates problem; of radio chain pro- 
gram transmission over telephone cir- 
cuits, and of the imminent use of long- 
distance telephone facilities for trans- 
mitting television impulses from point 
to point—these and many other ques- 
tions must be considered in connection 
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with the specific problems I have al- 
ready outlined. These are all matters 
of public moment and must be given 
serious attention by the Communica- 
tions Commission if the efficient de- 
velopment of the interstate telephone 
network and its use is to be insured in 
the public interest, and if charges for 
the various services are to be success- 
fully regulated. 


Codperation with State Commissions 


HOUGH distinct in their separate 

areas of jurisdiction, the Federal 
and the state regulatory commissions 
find themselves on common ground in 
connection with many of these prob- 
lems of telephone regulation. And the 
field is so extensive that mere jurisdic- 
tional jealousies need never arise. It is 
the announced purpose of the Federal 
Communications Commission to afford 
its fullest codperation to the various 
state bodies in their efforts to solve these 
difficult and complex questions. In 
addition to a number of reports pre- 
pared by the staff of the general tele- 
phone investigation, the rate and re- 
search group has distributed a compre- 
hensive report comparing the various 
toll rate schedules now in force on the 
“Bell System” throughout the country, 
and a report on the principles which ap- 
parently underly such existing “Bell 
System” toll rates is now being com- 
pleted. It is expected that other reports 
of a similar character will follow, dis- 
closing the results of analysis of one 
after another of the problems discussed 
today. Criticism, suggestions, and frank 
discussion have been invited, and the re- 
sponse of the state commissions and of 
their National Association have been 
ready and gratifying. Here, indeed, is a 
field where full and frank codperation 
cannot fail to produce results of lasting 
public benefit. 


The Conference Method of Rate 
Regulation 


rE may have been noted that I have 
not today mentioned any pending 


formal telephone rate case. It is of 
course possible that some such adver- 
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sary proceeding will one day prove 
necessary, but to date we have attempted 
to deal with these problems upon an in- 
formal and consultative basis. Past 
experience with formal rate cases and 
with the long-drawn-out and frequently 
bitter litigation which often follows 
them, leads to the hope that our attempt 
to resolve these regulatory problems 
through full and frank discussion across 
the table may prove not only more ex- 
peditious, but also more effective and 
much less expensive from the stand- 
point of the ratepayers. Facts are facts, 
and the atmosphere of the council table 
seems much more calculated to make 
possible their proper development than 
is the heated, adversary air which 
naturally surrounds the respective advo- 
cates in the course of a formal trial. 

Of course, honest men may well dif- 
fer over the interpretation of facts, and 
over their implications. But if the men 
about the table are in fact honest, and 
if they are willing to be utterly frank, 
with all the cards face up, there need be 
no resultant bitterness over differences 
in opinion or interpretation. Indeed, the 
American Telephone and Telegraph 
Company itself rather clearly expressed 
the value of the informal method of at- 
tempting to resolve these regulatory 
problems in its 1936 Annual Report, in 
which it remarked that, 

The companies have been glad to partici- 
pate in such conferences, feeling that dis- 
cussions, conducted in a spirit of fairness 
and with opportunity to develop and con- 
sider all pertinent facts, are a more satis- 
factory basis for regulation than are the 
highly technical, prolonged and controversial 
formal hearings that have so often de- 
veloped around rate questions. 

a "Bp vigilance” is, of course, 

s the price of success in the regu- 
latory field, and mere “complacency” on 
the part of the public representatives 
can never take the place of sound and 
continuous investigation. But if, in the 
process, we can avoid unfounded as- 
sumptions and “pure suspicion” ; if at all 
times we are afforded free access to the 
facts, and can bring ourselves to stick 
to the facts; if we can preserve as our 
aim the offering of frank, and, as we 
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see the light, fair opportunity for 
reasonable informal presentation and 
resolution of these many questions, and 
if we are at all times met in the same 
spirit, there should be no occasion to 
adopt technical, adversary positions. 
But the consultative method is at best on 
trial. May I express my personal hope 
that it may prove successful. There 
will be time enough for formal proceed- 
ings if the informal method should fail. 

It is of course true that the practices 
followed by the “Bell System” in its 
interstate telephone service, as well as 
the rates and rate schedules applied to 
that service have largely grown up out- 
side of regulation. The regulatory body 
which has now assumed jurisdiction 
over this field must therefore scrutinize 
these rates and practices with particular 
care, and must look closely to their pub- 
lic implications. However, the very ab- 
sence of a long background of Federal 
regulation in the telephone field renders 
it all the more essential for the under- 
lying.facts upon which that regulation 
must be based to be developed upon a 
firm foundation of understanding and, 
if possible, as the result of agreement. 
Only when these facts are adequately 
developed and properly understood can 
the policies to be followed in future 
regulation be fairly formulated, or the 
criticism of existing practices be reason- 
ably evaluated. Since it is the particular 
responsibility of the Communications 
Commission to formulate as soon as 
practicable the fundamental policies to 
be followed in this regulatory field, the 
development of the factual background 
upon which this effort must be based is 
being pressed as rapidly as possible by 
the rate and research group. To date 
we have met with full codperation from 
the representatives of the telephone in- 
dustry, and we see no good reason why 
such codperation and understanding 
cannot continue on the part of all con- 
cerned. 


“What of the Future?” 


EN years ago a 3-minute telephone 
message between New York and 
San Francisco cost $16.50. Today the 
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same message, with vastly bettered serv- 
ice and technique, costs but $6.50, and 
the night and Sunday rate is $4.25. Be- 
tween New York and Washington, D. 
C., the rate has decreased by 50 cents per 
message over the same period from 
$1.35 to 85 cents in the daytime, with a 
night rate of 60 cents. Because of the 
stimulating effect of telephone toll rate 
reductions on the business handled, and 
in the light of present seemingly highly 
satisfactory operating results, particu- 
larly on the “Long Lines” system, I 
would be the last person to suggest that 
an end to this process of toll rate ad- 
justment has been reached. 

Technical advances should also assist 
in materially reducing costs (and there- 
fore rates) and in inviting an increased 
public use of the “long-distance” plant. 
Among such advances may be men- 
tioned the new, so-called “carrier cir- 
cuits,” by means of which sixteen tele- 
phone messages may be handled simul- 
taneously over a single pair of wires, 
through the use of tuned radio fre- 
quencies. And the dramatic new 
“coaxial cable,” one of which is now in 
experimental use between New York 
and Philadelphia, will transmit no less 
than 240 one-way telephone conversa- 
tions at one and the same time. It is 
possible to put twelve of these cables 
under one cable sheath of the same size 
as the standard cable now in use, and 
the voice circuit capacity of such a cable 
is therefore 1,440 at the present stage of 
development, as compared with ap- 
proximately 150 conversation circuits in 
the present standard toll cable. Small 
wonder that this coaxial cable has been 
nicknamed the “garrulous gaspipe”! 


Only through its use will satisfactory 
long-distance transmission of television 
images apparently become possible. 


wus the telephone field is but 
one of the Federal Communica- 
tions Commission’s several spheres of 
jurisdiction, it is apparently one of the 
most important of these public responsi- 
bilities. And the problems of interstate 
telephone rate and service regulation 
will doubtless grow in import as the 
years pass by. As yet even the pioneer- 
ing spadework and stump blasting has 
hardly begun, although the fact that the 
commission is attacking the fundamen- 
tals of its telephone problem squarely 
and with vigor must be apparent to all 
who are familiar with this effort. The 
work of the present telephone rate and 
research group will, it is hoped, supply 
a background upon which the long 
process of day-by-day regulation of 
these vast organisms of communication 
may be carried on in the future, by 
means of men who have been trained 
and tested through the pioneering 
process. 

If those who are today assembled 
about the council table in this work will 
at all times put aside the grinding of 
either private and corporate axes; if the 
approach to these problems by all con- 
cerned can be based upon a willingness 
and an honest desire to arrive at reason- 
able conclusions; if differences of 
opinion or of factual interpretation can 
be resolved with understanding and 
without bickering or bitterness, we may 
look to the future of interstate telephone 
regulation in this country with con- 
fidence. 





The Role of the Federal Government in the 
Conservation and Utilization of Water Resources 


By JAMES LAWRENCE FLY* 


T is a truism of history that rivers 
have been the arteries, while their 
*General Counsel, Tennessee Valley Au- 
thority. 
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valleys have served as the cradles, of 
civilization. James Henry Breasted and 
other great historians have written the 
stories of nations in terms of their 
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rivers. Within recent months the epic 
of a people has been told again in Emil 
Ludwig’s poetic history of the Nile. 

In America, as elsewhere, expansion 
has occurred along the lines of the 
waterways, and the development of 
those waterways has been a response to 
the pressure for expansion. Rivers’ 
mouths have afforded many of the best 
harbors, and from the earliest days great 
cities have clustered there. River val- 
leys determined the lines which the first 
westward migrations were to follow, 
and the locations of many inland settle- 
ments were fixed by the geography of 
the rivers. From earliest times, there- 
fore, the use and control of our rivers 
has been a major concern of govern- 
ment. That concern is evidenced in any 
account of our national problems, and 
nowhere better than in the reports of 
the Supreme Court which have written 
and reflect so much of our history. 
Volumes picked almost at random from 
among the early or recent reports re- 
veal the active interest of government 
in the waters of the nation. 

It is indicative of the degree to which 
historical facts are taken for granted 
and forgotten that my remarks may 
seem far afield from the subject I was 
first asked to consider in this paper, 
“The Field and Scope of Government 
Ownership and Operation of Utilities 
and the Field and Scope of Private 
Ownership and Operation.” But I think 
a little reflection will make it at once 
apparent that that subject cannot be ap- 
proached with insight until the subject 
finally selected is first grasped. For at 
least in the case of the Federal govern- 
ment whatever interest it may have in 
ownership and operation of utilities 
largely stems from “The Role of the 
Federal Government in the Conservation 
and Utilization of Water Resources.” 


HE Federal government’s responsi- 
4 bility for conservation and utiliza- 
tion of those resources is broadly and 
deeply rooted in over a century of our 
history. It covers navigation, reclama- 
tion, irrigation, flood control, soil con- 
servation and reforestation, and other 
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beneficial uses of water. But it must be 
remembered that basically our water re- 
sources are unitary. They consist of the 
waters themselves, the channels in which 
they flow, and the reservoirs in which 
they may be stored. Each phase of the 
problem has its own peculiar history, 
but all deal with the same basic ele- 
ments. In this paper I cannot attempt 
more than to sketch the development of 
the government’s responsibilities for the 
principal uses of our water resources. 
However, I believe that even this sum- 
mary will make it clear that, although 
these responsibilities originated in re- 
sponse to apparently unrelated needs 
and demands, actually they are all part 
of a single comprehensive pattern. 

The importance of our inland water- 
ways for navigation was recognized 
long before the founding of the Repub- 
lic. Washington related that, after one 
of his early western trips, he “could not 
help taking ... a more... extensive 
view of the vast inland navigation of 
thes: United States, and could not but 
be struck with the immense diffusion 
and importance of it, and with the good- 
ness of that Providence which has dealt 
her favors to us with so profuse a hand.” 
He concluded, “Would to God we may 
have the wisdom to improve them.” 

Our rivers were the highways over 
which the pioneers surged West. A dec- 
ade before Andrew Jackson came over 
the mountains into Tennessee, his 
father-in-law, together with a large 
group of settlers, had made a similar 
trip from the Carolina mountains down 
the Tennessee river, running the rapids 
at Muscle Shoals, reaching the Ohio at 
Paducah after the loss of only a few 
lives, and finally sailing back up the 
Cumberland to the site of the present 
city of Nashville. Later Jackson re- 
turned to Muscle Shoals to participate 
in its first bizarre land boom. From the 
Atlantic coast and the Gulf the colonists 
moved inland along the waterways and 
fixed the points through which our com- 
merce was to flow. 


© geetnseny ste of the Federal = 
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interstate waterways was _ inevitable. 
The commercial chaos which had ex- 
isted under the Articles of Confedera- 
tion threatened ruin to the colonies. The 
need for national control of commerce, 
in that day largely water-borne, was one 
of the principal reasons for calling the 
Constitutional Convention. The Con- 
stitution removed the oppressive tariffs 
and embargoes. But this did not end 
the demand for congressional protection 
and promotion of commerce. The west- 
ward expansion of the American people 
was early accompanied by demands for 
extensive internal improvements, in- 
cluding the improvement of the water- 
ways. Strange as it may seem from our 
present perspective, the commerce 
clause was almost forgotten in the great 
debates that ensued, and navigation im- 
provement became involved in the con- 
troversy over the scope of the Federal 
authority to make internal improve- 
ments under the spending power. 
Beside this great political conflict the 
current controversy over the govern- 
ment in the power business pales into 
polite dialectics. Jefferson, Madison, 
and Monroe, although in general op- 
posed to Federal responsibility for in- 
ternal improvements, appear to have 
favored Federal improvements in the 
field of navigation. They feared its use 
as a wedge opening the door to all in- 
ternal improvements. Even more, they 
came to fear the impact of any exten- 
sion of Federal power on another great 
issue of the day—slavery. Accordingly, 
Jefferson and Madison and, at first, 
Monroe suggested that navigation and 
other limited works be authorized by 
specific constitutional amendment. 


uT the battle as to constitutional au- 

thority was soon to be fought on an- 
other front, shifting, as have many of 
our great controversies, from the politi- 
cal to the judicial arena. At the begin- 
ning of the nineteenth century, just atter 
the invention of the steamboat, a series 
of acts of the New York legislature had 
secured to Fulton and Livingston the ex- 
clusive navigation by steamboat upon all 
navigable waters of the state. Living- 


ston, who, as Ambassador to France, had 
negotiated the Louisiana Purchase, later 
successfully negotiated with the terri- 
torial legislature for a similar monopoly 
of Louisiana waterways. Two of the 
most important rivers thus monopolized, 
Livingston and Fulton held the keys to 
the two chief American ports. A half 
dozen of the more important coastal 
states having already conferred upon 
private interests exclusive rights to the 
use of their navigable waters, the nation 
was thus on its way to a monopoly of 
steamboat transportation in the hands of 
these gentlemen and a few kindred 
spirits. 

Here again were bitter conflicts, this 
time between the commercial interests of 
the various states. This commercial 
rivalry led to recriminatory statutes by 
the different legislatures. Litigation 
thrived. With commerce throttled, civil 
war threatened. 

Fulton and Livingston nevertheless 
proceeded to parcel out the navigation 
rights on certain stretches of the waters 
controlled by them. They assigned the 
exclusive navigation franchise between 
Elizabethport and New York city to 
former Governor Aaron Ogden of New 
Jersey, who had threatened to compete. 
Thomas Gibbons, a former partner of 
Ogden and a citizen of Georgia, who had 
only a Federal license to engage in the 
coastal trade, traversed that stretch of 
water. The New York Court of Errors 
affirmed the great Chancellor Kent in 
sustaining the monopolistic grants and 
enjoined Gibbons from sailing on New 
York waters. Gibbons appealed to the 
United States Supreme Court. 


fies case was heard in the heated 
atmosphere of the states’ rights 
controversy, inflamed by the current 
congressional debate over a bill to au- 
thorize internal improvements. 

The brunt of the battle against the 
steamboat monopoly fell on the young 
Webster, then fresh from the argu- 
ments in the Dartmouth College Case 
(1819) 4 Wheat. 518, 4 L. ed. 629, and 
McCulloch v. Maryland (1819). 4 
Wheat. 316, 4 L. ed. 579. Marshall, with 
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quill in hand, was more favorably poised 
for Webster’s argument than counsel 
knew. Four years earlier, on circuit, he 
had already asserted the broad power of 
Congress over commerce in an opinion 
of which the great advocates in Gibbons 
v. Ogden (1824) 9 Wheat. 1, 6 L. ed. 
23, were quite unaware. 

Marshall’s epochal opinion established 
for all time the exclusive control of the 
National Government over interstate 
navigation. Warren has termed it the 
“most potent factor in the building up of 
New York as a commercial center” and 
“the emancipation proclamation of 
American commerce.” The back of the 
first great monopoly of the nation’s 
water resources was broken. 

The decision did not open a novel field, 
for the Federal government had author- 
ized surveys of the Mississippi and Ohio 
rivers prior to that time, but it was fol- 
lowed by a noteworthy spurt of activity. 
Another and more comprehensive sur- 
vey was authorized, and money was ap- 
propriated to remove obstructions from 
those rivers. Before the end of the year 
President Monroe forwarded to Con- 
gress the report of Secretary of War 
Calhoun, which recommended an am- 
bitious plan of integrated roads, canals, 
and improved rivers interconnecting va- 
rious parts of the United States, includ- 
ing the improvement of the Tennessee 
river at Muscle Shoals. 

The states’ rights theory, however, ex- 
erted some influence on the angle of ap- 
proach. Thus, in 1828, Congress made 
the first of a series of futile land grants 
to the states, giving to the state of Ala- 
bama four hundred thousand acres to 
induce the improvement of navigation 
at Muscle Shoals. As the National Gov- 
ernment moved gingerly in the assump- 
tion of direct responsibility, popular 
sentiment increasingly favored the gov- 
ernment’s development of the inland 
waterways. 


B* the middle of the century when the 
states’ rights controversy had be- 
come focused on other issues, President 
Fillmore, in his first annual message, 
recommended that the Federal govern- 
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ment undertake direct works for water- 
way improvements, for the reason, as 
he said, “that if these works, of such 
evident importance and utility, are not 
to be accomplished by Congress they can- 
not be accomplished at all.” On the con- 
stitutional question under the commerce 
power, he entertained no doubts. “The 
magnificent Mississippi and its tribu- 
taries,” he said, “appear to me to fall 
within the exercise of the power as just- 
ly and as clearly as the ocean and the 
Gulf of Mexico. It is a mistake to regard 
expenditures judiciously made for these 
objects as expenditures for local pur- 
poses.” 

With the feverish expansion of the 
railroads, water transportation was 
relatively neglected. Nevertheless, by 
1882 the government had spent over a 
hundred million dollars on its rivers and 
harbors. And, as the country became 
more permanently settled, a clearer pic- 
ture of our transportation needs gave 
new emphasis to such improvement. 

Meanwhile, the courts were entrench- 
ing the legal foundation for broad na- 


tional development of water resources. 
When efforts were made to limit the 
government to regulatory activities, the 
Supreme Court merely referred to Mar- 
shall’s decision, saying that the govern- 
ment’s right “rests upon principles of 
constitutional law now established be- 


yond dispute.” Protests against the 
government’s regulations of structures, 
its construction of canals, dams, and 
other works were disposed of in turn. 
Attempts of states, of cities, of private 
interests, to encroach upon the para- 
mount rights over navigation met with 
uniform failure in the Supreme Court. 
Water power, a valuable by-product of 
navigation structures, suggested a 
means of reimbursement. And the court 
at once recognized the relation of the 
water power to the physical structure 
which had concentrated the fall at a 
single point. Efforts of states and pri- 
vate interests to secure to themselves a 
portion of the resources captured by 
such structures were, alike, met by state- 
ments such as that classic sentence in the 
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80, 43 L. ed. 364: “In such matters there 
can be no divided empire.” 


ye development of our rivers by 
no means kept pace with the scope 
of congressional power as defined by 
the Supreme Court decisions. At the 
turn of the century the conservation 
movement, then taking stock of our 
natural resources, found that the water 
resources had been far from adequately 
developed or exploited. In 1908, Theo- 
dore Roosevelt complained of the neg- 
lected condition of our waterways and 
of the small part they played in the in- 
dustrial life of the nation, despite the 
fact that, as he said, “in extent, distribu- 
tion, navigability, and ease of use, [our 
rivers] stand first.” 

The World War dramatized this in- 
adequacy. Existing transportation was 
unable to carry the burdens of wartime 
traffic. As a demonstration of what 
could be done to round out the national 
system, the Inland Waterways Corpora- 
tion was created in 1924. The renewed 
interest in waterways beginning with the 
conservation movement was, meanwhile, 
evidenced by expenditures of nearly a 
billion dollars on river and harbor im- 
provements from 1906 to 1925. 

Conditions of economic and social un- 
balance looked to water transportation 
as a possible remedy. Herbert Hoover, 
Secretary of Commerce, stated the case 
in an address to the Mississippi Valley 
Association in 1927. He urged that: 

... in our necessity to remake and ener- 
getically construct .. . flood control works 

... we must not be diverted from our march 

to the improvement of our inland water- 

er * * * 


The urgency of the situation to be 
remedied, to a large degree, grows from the 
economic shifts due to the war which have 
brought a new setting to all our mid-Conti- 


nent. 
* * * 


Mid-West agriculture and Mid-West in- 
dustry have been placed in a new relation- 
ship to different parts of our country and to 
the world markets as a whole. If we would 
restore these former relationships, we must 
find fundamentally cheaper transportation 
for our grain and bulk commodities which 


we export and the raw materials which we 
import into the Mid-West. 


r. Hoover’s emphasis on the war 
as the cause of these unbalances 
may seem exaggerated. But with the 
fundamental soundness of his analysis 
there can be no quarrel. Some of the 
conditions which he described predated 
the war and were aggravated by the 
completion of the Panama canal. For 
example, the canal enabled Atlantic sea- 
board industries to take west coast busi- 
ness from inland industries actually 
located much nearer the market. And 
the converse process was also true. In- 
deed—and the bridge players among you 
will understand me—the inland produc- 
ers were in the middle of a crossruff. 
The rates of intercoastal rail lines have 
tended to be fixed at levels competitive 
with the parallel water routes. The ad- 
vantages of communities accessible to 
waterway transportation thus became 
further entrenched. And as the situation 
has become more and more acute, plans 
for the comprehensive development of 
inland navigation have evolved. 
Technological advances have played a 
large part in making these plans fea- 
sible. Improved water transport facilities 
have paralleled improvements in meth- 
ods of channel development. There are 
today almost thirty thousand miles of 
navigable waterways already improved 
or under improvement, including about 
six thousand miles for standard 9-foot 
depths. Today river transportation of 
bulk commodities compares favorably 
with any other transportation as to 
speed, dependability; ease of handling, 
and operating costs. Traffic is increas- 
ing annually. There may still be some 
who, as Mr. Hoover humorously re- 
marked, conceive the development of the 
waterways as a visionary effort which is 
designed to do no more than “restore 
the romantic steamboatin’ days with gay 
river steamers whistling down the 
reaches, with possible Mark Twains 
aboard.” To any such it may be observed 
that they are unaware of some of the 
most important economic developments 
of the last generation. 
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HE 1927 flood on the lower Missis- 
T Spi destroyed whatever remained 
of insular thinking on the flood problem. 
With dramatic suddenness it brought 
home to the nation its second major re- 
sponsibility in the control of inland 
waters. The pioneers who settled along 
the paths of the river highways settled 
also in the paths of the great floods. 

In the early days, flood control was 
regarded largely, but by no means ex- 
clusively, as a local responsibility. While 
political considerations may have had 
some influence in this attitude, the prob- 
lem actually appeared to be local. The 
country was unsettled; population and 
industry were scattered; sections were 
comparatively self-contained. The first 
Federal aid was accordingly limited to 
contributions to the affected states. But 
Federal surveys and studies were subse- 
quently authorized and completed, and 
these culminated in the establishment of 
the Mississippi River Commission in 
1879. 

In the outset, appropriations for the 
works recommended by the commission 
were limited to levees for the purpose of 
protecting river traffic. A little later 
these restrictions were removed in ap- 
propriations to which no conditions 
were attached, except that they should 
be matched by contributions from the 
states. Thereafter, regular Federal as- 
sistance was rendered. But the in- 
dividual appropriations were small until 
the 1916 flood. With that event, Con- 
gress recognized the national character 
of the problem and substantial expendi- 
tures were authorized. 

The physical problem of controlling 
the flow of a river involves the entire 
drainage basin. Our greatest and most 
unruly river drains thirty-one states and 
42 per cent of the country. We have 
now come to appreciate the fact that 
floods are caused by rains hundreds of 
miles from the flooded zone. The area 
affected by the flood itself is tremendous 
in size. Local protection cannot possibly 
cope with the problem. To take one of 
countless examples, a local levee has fre- 
quently increased the hazard of other af- 
fected areas. 
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I recent years the flood problem it- 
self has intensified. The rate of 
water run-off from the land has accel- 
erated by the stripping of forest and 
plant cover from the soil. The intensity 
of floods is naturally increased, and new 
flood heights continue to be registered. 
With the concentration of industries, 
property, and population in the river 
valleys, the havoc wrought by floods be- 
comes progressively worse, and cor- 
respondingly the national interest be- 
comes greater. While the floods of 1912 
and 1927 covered approximately the 
same land areas, the damage caused by 
the latter flood was four times that of 
the earlier one. An eminent engineer has 
said that every investor in the railroads 
and industries of the South suffered a 
loss from the flood of 1927. He might 
fairly have added that, in our interdepen- 
dent economy, every one in the country 
suffers from a major flood catastrophe. 

The Flood Control Act of 1928 was 
drafted to meet a critical emergency 
created by the flood of the year before. 
There was not time to make the compre- 
hensive engineering studies which Con- 
gress recognized were needed. The act 
provided immediately only for a con- 
tinuation of flood control by extension 
of the levee system and diversion flood- 
ways. But at the same time it directed 
the early completion of studies which 
were then under way looking toward 
supplementing the levees by a system of 
tributary reservoirs. 


yg system of flood protection re- 
lied on in the past has consisted 
mostly of levees designed to confine the 
water to the rivers. The natural result 
has been an increase in flood heights 
with resulting difficulties. The residents 
of the Mississippi alluvial valley are de- 
manding that floods be controlled by re- 
ducing their height rather than by con- 
finement. In a recent public meeting, 
the speaker for a Mississippi valley city 
said, “We want the Mississippi river 
floods controlled, but we want them con- 
trolled down, not up.” Of course, the 
present comprehensive system of levees 
is of great importance in controlling de- 
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structive flood waters in the lower 
Mississippi. Indeed, these levees are 
necessary. But it is clear, and it is now 
generally recognized, that levees must 
not be depended upon as the sole means 
of protection; they must be supple- 
mented. Recent studies indicate that 
reservoirs are indispensable for effec- 
tive reduction of flood heights, and the 
legislation subsequent to the 1928 Act 
has made provision for reservoir con- 
trol. The system of reservoir control 
emphasizes more than ever before the 
interrelationship and interdependence of 
navigation and flood control recognized 
by the Supreme Court in the Jackson 
Case. The same structure which holds 
back the waters in times of flood pro- 
vides the flow for maintaining a naviga- 
ble channel in dry seasons. As else- 
where, engineering conclusions were 
translated into legal principle as the 
court enunciated the legal relation of the 
flood problem to “the plenary power of 
the United States to legislate for the 
benefit of navigation.” Jackson v. United 
States (1913) 230 U. S. 1, 23, 57 L. ed. 
1363, and cases there cited. 


uR last pioneering movement west- 

ward was responsible for the third 
major phase of the government’s in- 
terest in water control. Its origin lay in 
the government’s policy, under the 
Homestead Act, of encouraging the set- 
tlement of the public domain in small 
individual holdings. It was soon dis- 
covered that the purposes of the Home- 
stead Act could not be achieved in the 
arid sections of the West because in- 
dividual settlers were unable to provide 
the necessary irrigation works. The 
early Reclamation Acts were passed in 
order to make these arid lands market- 
able and habitable. 

A beginning was made in the Act of 
October 2, 1888. This was succeeded 
by other laws, and as early as the Act 
of 1902 the Federal government was 
undertaking reclamation on an extensive 
scale. As amended by the Act of 1906, 
which provided for the disposition of the 
electric power created at the projects, 
this law has fixed the general policy of 


the Federal government with regard to 
reclamation and irrigation. 

At the outset, the constitutionality of 
the reclamation measures was confident- 
ly attacked. True to the traditional op- 
position of private interests, it was urged 
that these laws were designed to put the 
government into the real estate business, 
The minority report on the Reclamation 
Act of 1902 accused its proponents of 
turning the government into a “real es- 
tate improvement society.” But the 
courts could not fail to recognize the 
larger aspects of the problem. The act 
was held valid under the property clause 
as a means of improving the public do- 
main to make it marketable. It was ex- 
pressly approved by the Supreme Court 
in Kansas v. Colorado (1907) 206 U. S. 
46, 51 L. ed. 956. 


HE giant reclamation projects like 

Roosevelt, Boulder, Grand Coulee, 
and Fort Peck, are also concerned with 
other purposes, such as navigation, flood 
control, and the development of hydro- 
electric power. But in so far as irriga- 
tion is concerned, they are examples of 
the present-day execution of the policy 
determined by the original Reclamation 
Acts. Naturally, as the reclamation 
policy has developed, the government 
has been concerned with storing and pro- 
viding water for private arid lands, as 
well as the public domain. Whatever 
doubts there may have been in Kansas 
v. Colorado concerning such practices, 
it is clear under the Supreme Court’s 
decision in the more recent Boulder dam 
litigation that the government has come 
to have a controlling interest in the dis- 
position of the waters impounded by its 
multiple-purpose projects. 

Limitations of time have precluded 
any discussion of a number of incidental 
water problems, such as those involving 
pollution and recreation. As to the 
major uses, I have, however, endeavored 
to state in brief outline the history which 
has inevitably given the National Gov- 
ernment a predominant position in the 
control and utilization of water re- 
sources. The most notable and interest- 
ing feature of this deep-rooted history 
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has been the gradual recognition of the 
inseparability of the various phases of 
the subject and the necessity for laying 
plans on a broad base in order to pro- 
duce multipurpose projects of maxi- 
mum usefulness. 


n the early years most of the projects, 

whether public or private, were de- 
signed for only one purpose. When 
there was need for river improvement 
for transportation and commerce, a 
navigation dam or lock or a canal was 
constructed, or dredging was carried on. 
If water was needed for irrigation, a 
canal or dam and reservoir was designed 
solely for irrigation. If a local flood 
hazard became apparent, a levee or spill- 
way was provided. If an industry, a 
city, or a utility needed power, a dam 
was designed for power alone. If a 
problem of pollution arose, steps were 
taken to meet it without any considera- 
tion of the pattern of water control as a 
whole. Each need was separately met on 
its own individual merits. Other uses 
were overlooked, and the needs of ad- 
joining regions went unattended. 

The construction of multiple-purpose 
projects by the government was not the 
result of any a priori theory. The facts 
determined the policy, and policy de- 
veloped as existing facts were recog- 
nized. A striking example is afforded 
by the manner in which the government 
became concerned with the production 
of electricity at reclamation projects. 
When large-scale Federal reclamation 
began thirty-five years ago, the oppor- 
tunities to generate power as an adjunct 
to irrigation were so little appreciated 
that they were ignored in the Act of 
1902. But the power was there, whether 
the government was interested in it or 
not. Discovering that it was already the 
owner of valuable water power falling 
over the dams, the Congress thereupon 
amended the act to provide for its utili- 
zation and disposal. A quarter of a cen- 
tury earlier Congress had seized upon 
special opportunities for undertakings 
having more than one purpose. An early 
act, for example, authorized: projects 
combining irrigation and flood control. 
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But the full significance of projects com- 
bining more than one purpose did not 
appear until the development of -— 
neering methods adequate for the de- 
mands of multiple-purpose projects. 


Wi the increasing utilization of 
our water resources made possible 
by engineering progress, the natural re- 
lationship among the various uses of the 
waters became progressively more im- 
portant. The possibilities both for in- 
tegration and for conflicts multiplied. 
Integration was no longer merely de- 
sirable; it had become essential to avoid 
serious conflict and waste. The nature 
and causes of these conflicts and inter- 
relations are so important that it is worth 
while to discuss them for a moment. 

Some of the conflicts are obvious. 
Water diverted from a stream to serve 
one community or industry depletes the 
supply available to everyone else. A 
levee which protects the lands on one 
side of the river may increase the flood 
hazard on the other side. Some of the 
conilicts are less obvious. A dam con- 
structed for the sole purpose of control- 
ling the floods on a single tributary of 
the Mississippi may discharge the stored 
water on the crest of a flood on the lower 
Mississippi itself. A dam constructed 
and operated solely for power purposes 
may hold back water when it is needed 
for navigation and discharge it on the 
flood peaks. 

The same interrelations which cause 
these conflicts can, if properly planned 
and administered, be used to secure 
multiple benefits from the projects. The 
same dam that levels the slope in the 
river to improve navigation concentrates 
the water fall and thereby creates water 
power. The same water which is stored 
to prevent floods may be released in time 
of drought to promote navigation, to 
produce power, and to irrigate arid 
lands. Two dams on the same stream, if 
operated together, may do the work of 
three. If operated independently, one 
may interfere with the other. 


| age to appreciate the interrelation 
in the various uses of a single proj- 
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ect, failure to appreciate the interrela- 
tion between projects, were in part re- 
sponsible for haphazard private de- 
velopment. The nation was alarmed by 
the extent to which unrelated projects, 
designed for single purposes, threatened 
the future of our rivers. Numerous 
power dams had been constructed under 
Federal authority, but in helter-skelter 
fashion. The dams were frequently 
located at points which were disadvan- 
tageous from the point of view of navi- 
gation and which would not fit into com- 
prehensive plans for navigation im- 
provement. The dams failed to utilize 
the navigation or flood-control possibili- 
ties of the sites, and there was not even 
assurance of full utilization of power 
possibilities. Instead of blending into a 
sound pattern of development, often 
they were worse than nothing in that 
they occupied the site and precluded 
later development according to an intel- 
ligent plan. 

I do not mean to be critical. From the 
point of view of the private interests re- 
sponsible for those developments, they 
had done a good job. They had taken 
the best power sites and developed them 
sufficiently to serve contemporary de- 
mands ; but they were inherently incap- 
able of accomplishing the rounded and 
integrated development required in the 
best interests of the whole public. They 
were, after all, not interested in two of 
the major purposes of river improve- 
ment—navigation and flood control— 
and they were interested in power only 
to the extent of immediate demands. 


N= has been sparing in the pro- 
visions of valuable sites for water 
storage, long recognized as essential for 
navigation and irrigation purposes. The 
recent recognition that storage reser- 
voirs are indispensable to effective flood 
control in critical areas aggravates the 
problem of discovering an adequate 
number of reservoir sites. Many sites 
which nature has supplied are unavail- 
able, either because of the location of 
improvements too valuable to permit in- 
undation, or because the sites may al- 
ready be occupied by dams built for 
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limited purposes. It is therefore all the 
more necessary that such sites as remain 
available be made to do double or triple 
duty in the public service. 

These double and triple-duty projects 
also save expense and frequently make 
financially feasible improvements which 
could not otherwise be afforded. It is 
obviously less expensive to provide by a 
single structure for more than one use 
of the water than to provide a separate 
structure for each use. Congress has 
often felt that cost of engineering struc- 
tures for navigation alone or for flood 
control alone was prohibitive, while a 
structure serving both navigation and 
flood-control purposes would be con- 
sidered amply justified. Some projects 
which are not financially feasible even 
for navigation and flood-control pur- 
poses combined become feasible by the 
utilization of the water power. 

The development of an integrated sys- 
tem of multipurpose projects was the 
natural outcome of the interrelation and 
interdependence among the various uses 
of the waters which have been described. 
Only through such a comprehensive de- 
velopment can the optimum use of. capi- 
tal, of sites, and of water be attained. 


| gota is only one of the many phases 
of water control which enter into the 
complete picture. However, it bears a 
special relation to the others. It is the 
paying partner. It must be remembered 
that the other purposes do not pay their 
own way. There is no feasible way of 
assessing the benefits of a widespread 
plan of navigation and flood control; 
and even reclamation presents difficul- 
ties. Power rights, being valuable, have 
been coveted by private interests, and 
their utilization by the government has 
been bitterly attacked. Often the gov- 
ernment has been attacked for the ex- 
pense of the project by the same interests 
that sought to deny it the right of reim- 
bursement by the sale of power. 
President Theodore Roosevelt be- 
lieved that the government should de- 
velop the water power as a part of its 
navigation improvement, and that no 
private license should be granted except 
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on the payment to the public for the use 
of any water-power rights conferred. 
He drew the essential facts to public at- 
tention more than a third of a century 
ago in a message to Congress vetoing a 
bill to renew a franchise of the Muscle 
Shoals Power Company to construct a 
canal and power station, on the ground 
that it did not contain any provision for 
such payment : 


The recent development of the application 
of water power to the production of elec- 
tricity available for use at considerable dis- 
tances has revealed an element of substan- 
tial value in streams which the government 
is or is likely to be called upon to improve 
for purposes of navigation, and this value, 
in my judgment, should be properly utilized 
to defray the cost of the improvement. 


The wisdom and the right of the gov- 
ernment to pursue this course was en- 
dorsed by the leading public men of the 
day, including President Taft and Elihu 
Root. Root, then a Senator, in a debate 
before Congress, urged that we should 

... avail ourselves of this new discovery 
by which a stream can be made to improve 
itself, by which a stream can be made to 
pay the expense of fitting itself for naviga- 
tion... 


And President Taft vetoed a bill for the 
private construction of a dam on the 
Coosa river in Alabama on the same 
grounds assigned by President Roose- 
velt in the earlier veto. 


ja the conservation movement, of 
which these statesmen were leaders, 
went far beyond the limited issue of gov- 
ernment utilization of power. Power, 
though then, as today, a center of con- 
troversy, was only one of their interests. 
Thirty years ago they recognized the 
need for comprehensive developments 
preserving all the values inherent in our 
rivers, 

The policy of the conservationists was 
to prevent the waste or monopoly of the 
resources of the country—all of them, 
minerals, forests, oil, coal, agricultural 
land, as well as water resources. The 
aim was to develop their greatest utility 
in the public interest. As in the case of 
the other natural resources, the conser- 
Vationists appraised the experience of 
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the past and the potentialities of the 
future in the field of water resources. 
They took account of the reckless wastes 
and of the natural limitations. They ob- 
served that the prior attempts at regula- 
tion had been ineffective. And, con- 
sidering all these things, they formulated 
the principles which form the basis of 
present policy. 

A generation ago, President Roose- 
velt’s Conservation Commission recom- 
mended comprehensive and unified de- 
velopment of our rivers: 

Broad plans should be adopted providing 
for a system of waterway improvement ex- 
pragens by all uses of the waters and bene- 
fits to be derived from their control, includ- 
ing the clarification of the water and abate- 
ment of floods for the benefit of navigation ; 
the extension of irrigation ; the development 
and application of power; the prevention of 
soil wash; the purification of streams for 
water supply; and the drainage and utiliza- 
i of the waters of swamp and overflow 
ands. 


HIs was in 1909. As early as 1912, 
the National Waterways Commis- 
sion, created by an Act of Congress in 
the Taft administration, submitted its 
report which forecast that the Federal 
government must inevitably undertake 
the unified development of river systems 
by means of multipurpose projects: 
With the increasing unity of our national 
life and the growing necessity of securing 
for human needs the maximum eficial 
use of the waters of every stream it will 
become increasingly necessary to treat every 
stream with all its tributaries as a unit. In 
the nature of the case so comprehensive a 
policy could be successfully administered 
only by the Federal government, and con- 
sequently, the eventual desirability of Fed- 
eral control is easy to predict. 


This report was adopted by the Sub- 
committee of the Senate Judiciary Com- 
mittee in 1915 in a report prepared by 
Senators Root, Nelson, and Chilton. 
By 1916, these recommendations had 
found expression in legislative propos- 
als which were debated on the floor of 
the Congress. Thus, in connection with 
the Shields Bill in 1916, Senator New- 
lands offered a comprehensive amend- 
ment in twenty sections providing for an 
appropriation of $60,000,000 a year for 
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ten years for the development of water 
highways, the storage of water for irri- 
gation, and the construction of huge 
reservoirs to stabilize water flow. Un- 
der this proposal the country was to be 
divided into regions corresponding to 
watershed areas. Provision was made 
for scientific investigation of each drain- 
age basin and for formulating plans 
for codrdinated comprehensive develop- 
ment. The proposal failed at the time, 
but the policies which were implicit have 
been incorporated in whole or in part 
in all the important legislation subse- 
quently enacted on the subject of water 
control: the Federal Water Power Act, 
the Boulder Canyon Project Act, the 
Rivers and Harbors Act of 1930, and 
the Tennessee Valley Authority Act. 

Apparently conservation principles 
descend through blood rather than po- 
litical lines. For it remained to Presi- 
dent Franklin D. Roosevelt to give the 
fullest expression to the principles of 
the conservationists. The best articula- 
tion and the first practical conception 
on a nation-wide basis is found in the 
pending measures endorsed by the 
President providing for the creation of 
seven conservation authorities. 


Bond the general course of the de- 
velopment of water conservation is 
thrown out of perspective by the con- 
troversy centered upon one isolated is- 
sue—hydroelectric power. There is al- 


ways the danger that, becoming ab. 
sorbed in the spectacle of passing con- 
flict, we shall fail to observe the orderly 
processes of evolution which are at 
work. From the outset, the relation of 
the National Government to the use and 
control of the waterways has been a 
critical issue fought out on many fronts. 
From the time of the Revolution the 
general problem, in the broad setting 
which it occupied, has been confused by 
the attacks of particular interests upon 
some single phase affecting them and by 
the political form which those attacks 
assumed. 

Sometimes in an effort to compose 
these conflicts the government adopted 
a local approach to national undertak- 
ings. However, history has demon- 
strated that a local or private approach 
to these essentially national problems 
must in the end fall short. The conflicts 
must be recognized as incidents in the 
historical process. From the compro- 
mise of the conflicts and the clashes of 
interests in the past and their adjust- 
ment to national needs, there emerged 
the concept which prevails today: inte- 
grated multiple-purpose projects, which 
develop for the social good the full po- 
tentialities of a river system. And, as 
the social, the economic, the engineering 
forces have thrust upon the Federal gov- 
ernment the responsibilities which it 
now holds, they have been woven into 
the fabric of the law. 





Employment and Management in the U. S. S. R. 


¢ hl mes is no unemployment [in Russia] now simply because there 

ts a constant labor shortage ... The labor shortage has been 
made more acute by the fact that inefficiency, bureaucrack, and the 
prevalence of parasitic functionaries have greatly reduced labor produc- 
tivity. Foreign engineers have estimated that four times as many per- 
sons, or more, are required under Soviet conditions to turn out a given 
production as are required in the United States ... But industry is going 
badly from top to bottom... The Soviet has given industry everything 
in materials, but has failed to give the most important thing of all— 
freedom to executives to use their own initiative and to make their own 
decisions, confident that if a high percentage of decisions are correct an 
occasional error will be forgiven. In the Soviet an executive error may 
land a good man in prison under terrible charges of wrecking ...” 

—Harotp Denny, 
Moscow Correspondent, The New York Times. 
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THE LONE STAR GAS CO. v. CITY OF FORT WORTH 


TEXAS RAILROAD COMMISSION 


The Lone Star Gas Company 


City of Fort Worth 


[Gas Utilities Docket No. 108.] 


Valuation, § 75 — Ascertainment of reproduction cost — Hypothetical estimates. 
1. The Commission should not be governed by purely hypothetical estimates 
of cost when facts are available to guide it, p. 98. 

Valuation, § 275 — Gas distribution system — Bell-hole excavation. 
2. The cost of Bell-hole excavation is more logically treated as part of the 
cost of excavation and backfill than as part of cost of laying and testing 
natural gas distribution lines, p. 100. 

Valuation, § 276 — Gas distribution lines — Jointing material. 
3. Allowance for blocking material on bell and spigot pipe is proper 
when the use of blocking material facilitates the work although it might 
be possible to dispense with such material, p. 100. 

Valuation, § 277 — Gas distribution lines — CoSt of hauling earth. 
4. A determination of the cost of hauling away excess earth in laying 
natural gas distribution lines is fallacious when a study is made of a 
certain number of yards but in arriving at unit costs all jobs on which 
there was no excess earth to be removed are excluded, since the percentages 
are higher than thy would be if all jobs were used, p. 100. 

Valuation, § 167 — Paving over mains. 
5. Estimates of paving cut and replaced in reproducing property of a gas 
distribution utility should be excluded when, according to the company’s 
history and experience, such costs were not actually incurred, p. 101. 

Valuation, § 132 — Overheads — Omissions and contingencies. 
6. An allowance of one half of one per cent was held to be fair and 
reasonable in determining the rate base of a natural gas distribution system, 
where the thoroughness with which the property had been inventoried 
led to the conclusion that very little, if any, property of the plant had been 
omitted, p. 104. 

Valuation, § 77 — Reproduction cost estimates — Piecemeal construction. 
7. An estimate of reproduction cost new should not be based upon piecemeal 
construction in arriving at some of the unit costs, p. 104. 

Valuation, § 78 — Reproduction cost estimate — Actual or different plant. 
8. Resort cannot be had to an estimate of a plant or system different from 
the one in question in estimating the value of a particular plant on the 
basis of reproduction cost, p. 106. 

Valuation, § 137 — Incorporation expense — Separate division of corporation. 
9. The Commission cannot allow as legitimate costs expenses incident to 
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an assumed incorporation of a distribution system when the system ha; 
been operating for years as only a division of a large transmission cor. 
poration, p. 106. 


Valuation, § 143 — Overheads — Preliminary and organization expense — Dini. 
sion of corporation. 
10. An assumption, in determining reproduction cost of a gas distribution 
system, that the plant would be constructed by an outside concern and that 
other services would also come from sources outside an affiliated group of 
which the system is a division is fallacious when the record discloses that the 
legal, engineering, and accounting staffs of the group are available to any 
member of the group, p. 106. F 


Valuation, § 129 — Overheads — Administrative and lejal expense. 


11. An allowance of 2 per cent of the physical plant of a natural gas 
distribution system was held to be adequate for administration and legal 
expense, p. 108. 


Valuation, § 134 — Overheads — Engineering and supervision — Proof. 


12. Some sort of factual basis should be required for calculation of allow- 
ances for engineering and supervision rather than relying upon uncertain 
and purely hypothetical assumptions and calculations, p. 108. 


Valuation, § 135 — Overheads — Engineering and supervision — Gas distribution 
system. 
13. An allowance of 3 per cent of the total physical properties, less the 
value of land, leaseholds, rights of way, and general property, was held 
to be adequate and reasonable for engineering and supervision in deter- 
mining the value of a natural gas distribution system, p. 108. 


Valuation, § 150 — Overheads — Taxes during construction. 
14. No allowance should be made for taxes during construction in deter- 
mining the rate base of a public utility, where there is no evidence that 
the company ever paid such an item on work in process and where the 
policy of the taxing authorities is not to levy taxes on work under con- 
struction, p. 110. 


Valuation, § 140 — Overheads — Interest during construction. 


15. Interest during construction of a natural gas distribution system was 
allowed at the rate of 6 per cent per annum for a construction period of 
eight and one-half months, resulting in a rate of 44 per cent, based on the 
total value of the physical property less the items of general property plus 
preliminary and organization expense, administrative and legal expense, 
and engineering and supervision during construction, p. 111. 


Valuation, § 313 — Cash working capital — Natural gas utility. 
16. An allowance for cash working capital of a natural gas distribution 
system was based on forty-five days’ operating expenses, which represented 
recent experiences of the company, p. 111. 
Valuation, § 290 — Working capital — Bank balance. 
17. A bank balance figure was eliminated from the allowance for cash 
working capital where evidence did not disclose the necessity of such balance 
in order for the company to secure proper banking facilities, p. 111. 
Valuation, § 332 — Going concern value — Separate allowance. 
18. No separate allowance should be made for going concern value when 
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in the determination of fair value the Commission has treated the different 
items of property as composing an active and successful plant doing busi- 
ness with customers attached and has made allowances for overheads, p. 
112. 
Valuation, § 250 — Customer contributions for extensions. 

19. Extensions for which customers have made contribution are properly 
included in present fair value if used and useful in serving the public, 
when there is no obligation on the company to refund any part of the 
contributions and the company has absolute title to the property, since 
the method by which the company acquires its property is not determinative 
of whether it should be included in the rate base, p. 113. 


Valuation, § 193 — Property not used or useful. 
20. Property not used and useful in serving the public is not to be included 
as part of the property on which a public utility company is entitled to a 
return, p. 113. 

Procedure, § 16 — Duty of utility to furnish evidence. 
21. A regulated public utility company owes the duty and has the responsi- 
bility of freely furnishing information upon which a just regulation can 
be based, p. 114. 


Expenses, § 80 — Home service survey — Merchandising and appliance expense 
— Nonrecurring items. 

22. The cost of special home service survey by a natural gas distribution 
company, including such items as payroll, car fare, auto expense, business 
cards, dinners at a hotel, filing cards and service slips, customers’ informa- 
tion folders, photostats of pipe-line system, multigraphed letters, and gas 
bill statements, should be eliminated from operating expenses as not in- 
curred in public service operations but rather in the nature of merchandis- 
ing and appliances, particularly where these expenses are nonrecurring, 
p. 118. 


Expenses, § 19 — Credit association. 
23. Payments to a retail credit men’s association and other similar agencies 
should be eliminated from commercial expense on the ground that they 
are not incurred in public service operations, p. 118. 

Expenses, § 19 — Luncheons, conventions, and travel. 
24. Cost of credit men’s luncheons, conventions, and travel should not 
be allowed as part of commercial expense, since such expenses are not 
incurred in public service operations, p. 118. 

Expenses, § 80 — Merchandise and appliance operations — Salaries. 
25. Salary of a public utility company employee based on the amount of 
time he spends with and devotes to merchandise and appliance operations 
should not be included in commercial expense, p. 118. 

Expenses, § 80 — Merchandising — New business expense. 
26. Expenses relating to merchandising and the sale of appliances should 
not be charged against ratepayers as a new business expense, since such 
expenses are not incurred in public service operations, p. 119. 

Expenses, § 84 — Payments to parent company — Services. 
27. Management fees formerly paid to a parent corporation, payment of 
which has ceased, should be disallowed as an operating expense in the 
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absence of a clear showing of value received in services for these fees 
p. 119. 

Public utilities, § 138 — Payment of dues, subscriptions, and membership fees. 
28. It is not for the Commission to determine a public utility company’s 
policy on the matter of paying dues, subscriptions, and membership fees 
in clubs, p. 120. 

Expenses, § 48 — Dues — Subscriptions. 
29. Payment by a public utility company for dues, subscriptions, and mem- 
bership fees in golf and country clubs and other clubs and organizations 
should not be allowed as operating expense, p. 120. 

Public utilities, § 138 — Payments for charitable purposes. 
30. The Commission does not question a public utility company’s policy 
in making donations to charity and contributing otherwise to worthy causes 
in the city where it operates, p. 120. 

Expenses, § 46 — Charitable donations. 
31. Expenditures by a public utility company for nonpublic utility purposes, 
such as charitable contributions, can be paid either out of profits or surplus 
or by the company’s parent corporation, but are not proper charges to 
operation, p. 120. 

Expenses, § 19 — Candy, flowers, conventions, clubs, and tickets. 
32. Expenditures by a public utility company for such items as candy, 
flowers, convention expense, clubs and associations, tickets, shows, and 
benefits should not be included as a proper charge to the consumer, p. 122. 


Expenses, § 92 — Regulatory expense — Amortization. 


33. Allowances for regulatory expense were required to be amortized over 
a period of ten years, p. 122. 


Expenses, § 118 — Uncollectible accounts. 


34. Losses from uncollectible accounts should not be allowed as a charge 
against ratepayers when the company has the right to require sufficient 
deposits for its protection from all its consumers, p. 123. 

Expenses, § 39 — Cost of natural gas — Division of transmission corporation. 
35. A city gate rate established by the Commission for natural gas delivered 
to corporate affiliates by a natural gas transmission company should be used 
in determining the cost of gas in a city where the company operates its 
own distribution system, p. 125. 

Depreciation, § 26 — Annual allowance — Consistency with accrued depreciation. 


36. The Commission cannot approve a public utility company’s policy of 
having a practically undepreciated rate base and charging a rate high enough 
to absorb an enormous annual depreciation expense, p. 125. 


Depreciation, § 29 — Annual allowance — Experience. 
37. One of the best tests known in determining the accurateness of a proper 
annual depreciation charge is the amount the company actually charges 
to the depreciation reserve each year for replacements necessary because 
of property retirements resulting from a depreciated condition, p. 126. 
Return, § 101 — Natural gas distributing utility. 
38. A return of 6 per cent on the fair value of property used and useful in 
distributing natural gas was held reasonable in a city which was growing 
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and prosperous, where the company occupied a strategic position in the 
matter of conducting a stable public utility business from which it would 
continue to earn profits under the rates established, p. 126. 


Payment, § 53 — Penalty for slow payment. 
39. A natural gas distributing utility was permitted to make an additional 
charge for failure to make prompt payment, p. 127. 


Rates, § 375 — Natural gas — Minimum charge. 
40. A natural gas distributing company was allowed to make a minimum 
charge of 50 cents per meter per month even though the consumer should 
not have used sufficient gas in such month to make the amount of the bill 


equal to such charge, p. 127. 


{August 24, 1937.] 


Fyne from city ordinance establishing natural gas rates; 
rates established by Commission. 


APPEARANCES: Hon. Marshall 


Newcomb, Roy C. Coffee, and War- 
ren Collins of Dallas, and Walker, 
Smith and Shannon by O. K. Shan- 
non of Fort Worth, for the Lone Star 
Gas Company; Hon. R. E. Rouer, 
City Attorney, Geo. C. Kimball, J. 
M. Floyd, and R. B. Young, Jr., As- 


sistant City Attorneys, for the city of 
Fort Worth. 


By the CoMMISSION : 

I, Statement of the Case and History 
of the Distribution System in Fort 
Worth — The Company's A ffilia- 
tions 
For the purpose of brevity in this 

opinion and order, the city of Fort 

Worth, Texas, will be referred to as 

the city, the Lone Star Gas Company 

as the company, and the Railroad 

Commission of Texas as the Com- 

mission, 

July 31, 1935, the city council of 
the city at one of its regular meetings 
directed its city secretary to issue a 
notice summoning the company to ap- 
pear before the council Wednesday, 
August 7, 1935, for the purpose of 
showing cause why a lower schedule 


of rates than those charged by the 
company for domestic gas at that time 
should not be put into effect. August 
7, 1935, pursuant to such notice, the 
company appeared, presented, and 
filed an application with the city 
council requesting a change in its 
schedule of rates for natural gas and 
natural gas service. The application 
set forth various facts relating to and 
affecting the company’s property and 
business in the city. The schedule of 
rates submitted by the company fol- 
lows: [Schedule omitted.] 

Instead of granting the company’s 
application, the city passed Ordinance 
No. 1838, which put into effect the 
following schedule of reduced rates: 
[Schedule omitted. ] 

The billing date under this sched- 
ule was to be the date of delivery of 
the bill to the customer’s residence or 
place of business. In the event the 
bill was not paid within ten days an 
additional charge of 11% per cent was 
to be added to the rendered bill for 
failure on the customer’s part to make 
prompt payment. A minimum charge 
of 50 cents per meter per month was 
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to be made, even though the customer 
did not use sufficient gas in such month 
to make the amount of the bill equal 
to the charge of 50 cents. 

The schedule of rates which was in 
effect at the time follows: [Schedule 
omitted. ] 

A deduction of 10 per cent was al- 
lowed for payment of bill within ten 
days from date of monthly billing and 
a minimum charge of 50 cents net 
per meter per month was made. 

August 13, 1935, the company filed 
with the Commission its petition of 
appeal from the action of the city 
council in failing and refusing to 
grant its application for a change in 
rates and the action of said city coun- 
cil in enacting and passing Ordinance 
No. 1838. The company prayed that 
the Commission permit it to put into 
effect the rates set out in its petition 
of appeal pending final hearing. This 
the Commission denied. The com- 
pany’s other prayer was that, should 
the Commission deny the right to put 
into effect the proposed schedule of 
rates set out in its application, the 
Commission enter an order suspend- 
ing the rates prescribed by Ordinance 
No. 1838 pending final hearing and 
determination of the appeal, upon the 
filing by the company of a good and 
sufficient bond. This part of the ap- 
peal was allowed and bond was fixed 
at $175,000. 

August 30, 1935, the company filed 
with the Commission its appeal and 
supersedeas bond in the aforesaid 
amount of $175,000 with the Hart- 
ford Accident and Indemnity Com- 
pany as surety. October 11, 1935, a 
journal entry was made by the Com- 
mission, allowing the company’s ap- 
peal, approving and accepting the bond 
20 P.U.R.(N.S.) 


aforesaid, and providing that the 
rates, charges, and rules set forth in 
Ordinance No. 1838 be suspended 
and superseded pending final hearing 
and determination of the cause, and 
further providing that the company’s 
application for a supersedeas of exist- 
ing rates pending appeal be refused. 

January 6, 1936, the hearing was 
commenced in Fort Worth, Texas, 
before Honorale Olin Culberson, di- 
rector of the gas utilities division of 
the Commission, and Honorable F, 
L. Kuykendall, then chief examiner 
of the division. The hearing was re- 
cessed January 10th until April 6th, 
from which date it was conducted con- 
tinuously until June 17, 1936, on 
which date it was closed. During the 
hearing much testimony was intro- 
duced on the part of both the com- 
pany and the city. The transcript 
comprises 5,531 pages and during the 
hearing 57 separate exhibits were in- 
troduced in evidence. 

February 13, 1937, both the city 
and company submitted printed briefs 
and argued the case before the full 
Commission in its regular hearing 
room in the capitol building at Austin. 

The distribution system operated in 
the city prior to 1909 in the sale of 
artificial gas. During that year nat- 
ural gas was introduced into the sys- 
tem and has since that date been dis- 
tributed in the city, though for a num- 
ber of years thereafter artificial gas 
was manufactured and sold in addi- 
tion to sale of natural gas. In 1924 
the Midland Securities Company sold 
its capital common stock holdings in 
the Fort Worth Gas Company, oper- 
ating in the city, to the Lone Star 
Gas Corporation, a Delaware corpo- 


‘ration, the latter thereby acquiring 
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through such stock purchase more 
than 96 6/10 per cent of the outstand- 
ing common stock of the distributing 
company. The stock had a par val- 
ye of $100 per share at the time of 
the transfer which, with 8,000 shares 
outstanding, gave a common stock 
figure of $800,000, of which the Lone 
Star Gas Corporation’s holdings 
amounted to $773,000. During the 
year 1926 the capital common stock 
of the Fort Worth Gas Company was 
changed to no-par-value stock issued 
on the basis of 4 no-par-value shares 
for one of the old par-value shares. 
In 1931 the Fort Worth Gas Com- 
pany was dissolved and the Lone Star 
Gas Company took over the assets of 
the old corporation and has since that 
date operated the distributing system 
in Fort Worth. 

The common capital stock of the 
Lone Star Gas Company on Decem- 
ber 31, 1935, was owned and con- 
trolled by the Lone Star Gas Corpo- 
ration to the extent of 99 per cent or 
more. On the same date, in addition 
to its ownership and control of the 
Lone Star Gas Company, the parent 
corporation, by 100 per cent owner- 
ship of the common capital stock, con- 
trolled the following companies hav- 
ing gas operations in Texas: 

Community Natural Gas Company, 
County Gas Company, Dallas Gas 
Company, Texas Cities Gas Company. 

The holding company also, by own- 
ership of 99 per cent, or more, of the 
common capital stock, controlled the 
following corporations of which only 
the first has operations in Texas: 

Lone Star Gasoline Company, Guth- 
tie Gas Service Company, Northwest 
Cities Gas Company, Council Bluffs 
Gas Company. 
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The Community Natural Gas Com- 
pany owns and operates distribution 
systems in over 250 cities and towns 
in the state of Texas and purchases 
its gas at the city gates from the affil- 
iated Lone Star Gas Company. The 
County Gas Company distributes gas 
in parts of the city of Dallas, Texas, 
its suburbs, and in a number of small 
towns in the county of Dallas. The 
Dallas Gas Company distributes in the 
city of Dallas. Both these companies 
purchase gas from the Lone Star Gas 
Company. The Texas Cities Gas 
Company owns and operates distribu- 
tion systems in the cities of El Paso, 
Waco, Galveston, Paris, and Bren- 
ham, but purchases gas from the Lone 
Star only at the city gates of Waco 
and Paris. 

The Lone Star Gas Company is 
primarily a gas gathering, produc- 
tion, and transmission company, and 
operates only one distribution system 
in Texas, and that in the city of Fort 
Worth, as mentioned above. The 
company owns and operates over 4,- 
000 miles of transmission pipe line 
and secures its gas from 40 gas fields. 
From its 1935 Annual Report to the 
Commission total sales, domestic and 
industrial, in Texas were stated to be 
36,699,406 thousand cubic feet. 


IT. Rate Base 


Mr. E. A. Steinberger, witness for 
the company, with whom Messrs. P. 
McDonald Biddison and Ed. C. Con- 
nor collaborated, introduced and 
sponsored Exhibits 1 and 1A, both 
elaborate in their detail of the prop- 
erty used in the city. Mr. Steinberg- 
er prepared the inventory, jointly 
with Mr. Biddison, worked up the 
unit costs which he applied to the in- 
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ventory, and prepared the figures on 
working capital. Mr. Connor pre- 
pared the information with reference 
to the collateral construction costs. 
Mr. Marvin Nichols of the firm Haw- 
ley, Freese and Nichols, on behalf of 
the city, sponsored Exhibit 14 which 
sets out the city’s inventory of the 
company’s property used in the dis- 
tribution system. The estimates of 
these two witnesses follow: [Table 
omitted shows total property accord- 
ing to company $7,860,624.58 and 
according to city $5,398,882.05. ] 
Exhibit 1 showed five items detail- 
ing meters and their installation 
while Exhibits 14 gave similar in- 


formation in only three accounts. In 
order that the two exhibits be made 
comparable with reference to this 
equipment, all the items have been 
combined into one heading appearing 
under the title of All Meters and In. 
stallation, Including Industrial. 
Later the engineers for the city and 
company agreed upon a valuation of a 
number of items which were set out in 
Exhibit 13. Certain revisions were 
also made in the figures presented in 
Exhibits 1, 1A, and 14, the company 
setting out its revised list in Exhibit 


- 32 and the city in Exhibit 23. The 


revised estimates of the two were as 
follows: 


Repropuction Cost New ADJUSTED FoR AGREED ITEMS 


Rights of way 

General Office Structures 

District Regulator Station Structures 
Other Distribution System Structures 
District Regulator Station Equipment 
Distribution Line Equipment 

Service Line Equipment 

Paving Cut and Replaced 

Industrial Meter Equipment 

Special Domestic Meter Equipment 
Meters and Installations 

House Regulators 

Other Distribution System Equipment 


Subtotal 
Omissions 


Total Physical 


Preliminary and Organization 
Engineering and Supervision 
Administrative and Legal 
Taxes during Construction 
Interest during Construction 


Total Collateral Costs 


Cash Working Capital 
Going Concern Value 


Total Nonphysical 
Grand Total 


Company’s 


City’s 
$51,373.46* 


2,985.19 
136,532.74 





$4,725,614.91 
15,082.56 


$4,740,697.47 





211,701.29 
$548,633.85 





$1,149, 100.00 


169,700.00 
761,000.00 


$930,700.00 
$7,754,841.01 








$5,377 ,663.14 


* The city included only two thirds the value of Land plus one fourth the value of city gate 
station sites and two thirds the value of General Office Structures. 
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The difference of $2,461,742.53 
between the company and the city in 
their first estimates was cut to $2,- 
377,177.87, this figure being the dif- 
ference after their revisions and 
agreement on certain items herein- 
after discussed. 


Land 


The engineers agreed upon the val- 
ue of land owned by the company, the 
amount agreed upon being $62,663. 
The evidence, however, showed that 
only two-thirds of the office building 
site is devoted to public service oper- 
ations. The evidence also discloses 
that the distribution system uses the 
city gate stations and as a result one- 
fourth the value of the station sites 
should be allocated to the property 
used in distributing gas within the 
city. After taking into consideration 
the above-discussed adjustments, we 
find the correct value of land devoted 
to public service to be $51,373.46, 
which is the value we fix for this item 
as being fair and reasonable. 


Leaseholds and Rights of Way 


The company and city engineers 
agreed upon values of $1,529.55 and 
$1,073.91 for leaseholds and rights of 
way, respectively. We find these val- 
ues to be fair and reasonable. 


Office Building 


Estimates and evidence as to repro- 
duction cost new of the office build- 
ing were submitted by Mr. Harry 
B. Friedman, witness for the city, 
and Mr. Hal C. Dyer on behalf of 


the company. Mr. Friedman stated 
that 7 1/2 per cent should be allowed 
for contractor’s profit and one per 
cent for contractor’s bond. In arriv- 
7] 
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ing at his estimate of $245,878.42, he 
did not include an architect’s fee of 
5 per cent which he said should be 
provided for somewhere in the repro- 
duction of the property used by the 
company. We agree with this wit- 
ness in not allowing an architect’s fee 
as a specific item to be included in the 
office building cost, since we feel that 
this cost has been more than amply 
taken care of in our allowance for 
engineering and supervision discussed 
infra. The company’s witness in- 
cluded in his estimated cost 7 per cent 
for contractor’s profit, one per cent 
for contractor’s bond, and 5 per cent 
for architect’s fee in arriving at the 
figure of $275,966.49. He stated that 
the architect’s fee of 5 per cent would 
amount to $13,141.26, which amount 
we are deducting from his estimate in 
order to arrive at comparable figures 
of these two witnesses. This deduc- 
tion reduces Mr. Dyer’s estimate to 
$262,825.23. Both witnesses are com- 
petent contractors and have had long 
years of experience in this line of 
work and it is difficult for us to choose 
between them in arriving at a fair 
value for this item. An equitable 
method, it seems to us, is to take the 
average, exclusive of the architect’s 
fee, of the two figures which gives 
$254,351.83 as the value to be attrib- 
uted to the office building and inas- 
much as only two thirds of the 
building is devoted to the rendition of 
public service we are allowing $169,- 
567.88 for this item. 


District Regulator Station Structures, 
Other Distribution System Struc- 
tures, and District Regulator Sta- 
tion Equipment 
The company and city agreed up- 
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on the values of the following items 
which values we accept as fair and 
reasonable : 


District Regulator Station Struc- 
$11,932.24 
tures 


75,144.97 
District Regulator Station Equip- 
72,782.79 


Distribution Line Equipment 


The engineers for the company and 
city were further apart on their esti- 
mates of distribution line equipment 
than any other item, the difference 
originally amounting to almost three 
quarters of a million dollars. An 
agreement, however, was subsequent- 
ly reached as to the value of main line 
fittings, gate valves, main line taps, 
special construction, and valve pits, 
all being included in distribution line 
equipment, the agreed value for all 
these items being $471,941.86. Oth- 
er costs not agreed upon included in 
distribution line equipment were pipe, 
handling and checking, unloading, 
hauling and stringing, welding, wrap- 
ping, painting, concreting mains, dis- 
posal of excess earth, laying and test- 
ing, blocking material, jointing ma- 
terial, miscellaneous line costs, trench- 
ing, backfilling, and omissions and 
contingencies or slack and waste. Be- 
cause of the great variance in figures 
for all these costs it becomes necessary 
to discuss each of them separately. 


(1) Pipe 


The company estimated pipe at $1,- 
620,217.89 and the city at $1,587,- 
487.49. The difference between the 
two of $32,730.40 is the result of 
variations in the price of cast-iron 
pipe used by the company and the 


city. The evidence clearly reflects 
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that this type of pipe could be pur. 
chased, and as a matter of fact had 
been purchased during the year by 
the company, at prices practically the 
same as those used by the city. We 
find, therefore, that the estimate of 
$1,587,487.49 made by the city is a 
reasonable amount for pipe. 


(2) Unloading, Hauling, and 
Stringing 

[1] The company shows $49. 
319.38 and the city $31,812.59 as its 
allowance for the cost of unloading, 
hauling, and stringing of pipe. Mr. 
P. McDonald Biddison, one of the 
company’s engineers, in arriving at 
his estimate of these costs, stated 
that pipe would be unloaded from 
cars at points adjacent to the railroad 
right of way from which points the 
pipe would later be picked up by 
truck and hauled to the job. He used 
only six unloading points in the city 
which fact materially increased the 
cost of hauling over that of a method 
utilizing a larger number of unload- 
ing points and thereby decreasing the 
length of the haul from the railway 
right of way to the job. The record 
discloses that the city water depart- 
ment had been using approximately 
twenty unloading points for its pipe in 
the city, and that its average haul from 
such points to points of construction 
was not greater than one mile. In 
striking contrast is Mr. Biddison’s es- 
timated average haul of 4.2 miles 
for zone 11 and an average haul for 
all eleven zones of approximately 2 
miles. In none of the eleven zones 
did he have an estimated haul of less 
than one mile. Standing out in bold 
relief also is Mr. Biddison’s method 


' of unloading pipe from the car to the 





THE LONE STAR GAS CO. v. CITY OF FORT WORTH 


ground and subsequently loading on 
trucks, when the record reflects that 
a greater part of pipe, particularly the 
large size pipe, could be loaded di- 
rectly on the trucks from the cars, 
thereby eliminating the additional 
cost of placing the pipe on the ground 
adjacent to points of unloading and 
later loading on trucks. We believe 
that in rejecting Mr. Biddison’s meth- 
od we are simply refusing to be gov- 
erned by purely hypothetical estimates 
when facts are available to guide us. 
Mr. Chief Justice Hughes in Lind- 
heimer v. Illinois Bell Teleph. Co. 
(1934) 292 U. S. 151, 164, 78 L. ed. 
1182, 3 P.U.R.(N.S.) 337, 345, 54 
S. Ct. 658, succinctly stated this idea 
when he said: “Elaborate calcula- 
tions which are at war with realities 
are of no avail.” 

Mr. Marvin C. Nichols, engineer 
for the city, in making his allowance, 
produced studies of hauling and 
stringing pipe costs made by him in 
other cities and towns, and as an ad- 
ditional check he secured prices from 
hauling contractors in the city of 
Fort Worth, which the company did 
not do. These bid prices were mate- 
tially lower than the Biddison esti- 
mates. For the reasons above dis- 
cussed we agree with the city’s esti- 
mate of $31,812.59, and find it to 
be the proper amount to be allowed 
for unloading, hauling, and stringing 
pipe. 


(3 and 4) Welding and Wrapping 


The 
costs at $4,809.09 and the city $4,- 


company estimated welding 
914.65. We agree with the city’s es- 
timate and find that $4,914.65 is a fair 
value for welding costs. 


We have combined the estimated 


costs of spot wrapping and straight 
wrapping in arriving at $178,695.50 
for the company’s estimate and $146,- 
436.04 for the city’s calculation. Mr. 
Nichols, in his testimony, stated that 
his estimate did not include wrapping 
of dresser couplings on cast-iron pipe. 
He stated, however, that such an al- 
lowance would probably be necessary, 
his reason for the omission being that 
in making 350 inspections at various 
points in the city he found a number 
of couplings not wrapped. We think 
the city’s estimate for this cost should 
be increased by the sum of $15,- 
362.51, the additional cost of dresser 
coupling wrapping. This addition 
brings the city’s estimated cost to 
$161,798.56, which amount we find 
to be fair and reasonable, inasmuch as 
the evidence discloses that Mr. Biddi- 
son used wrapping material prices 
fufnished him by Mr. E. A. Stein- 
berger. The evidence also shows that 
the company actually purchased, dur- 
ing the year of the inquiry, wrapping 
materials including alcohol, muslin, 
and cement for approximately one- 
half the cost set up by Mr. Steinberg- 
er and used by Mr. Biddison. Our 
finding is further supported and borne 
out by the fact that Mr. Nichols’ esti- 
mate was under that of the com- 
pany’s engineers only on spot wrap- 
ping in which they used the higher 
material costs. 


(5 and 6) Concreting Mains and 
Painting 


The company’s estimate of the cost 
of concreting mains was $751.52 as 
compared with the city’s estimate of 
$791.07 for the same item. We find 
that $771.29 is the fair value of the 
cost of concreting mains. 
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On the estimated cost of painting 
the city’s figure exceeds that of the 
company. The city showed $15,- 
847.24 as against $13,947.06 for the 
company. We find that $14,897.15 is 
the fair and reasonable value for 
painting costs. 


(7) Laying and Testing 


[2] The estimates of the company 
and city for the cost of laying and 
testing are $231,040.31 and $254,- 
047.77, respectively. Mr. Nichols in 
his estimate of this item included 
Bell-hole excavation in the amount of 
$32,438.14, which item Mr. Biddison 
included in his estimated cost of ex- 
cavation and backfill. It seems more 
logical to treat the cost of Bell-hole 
excavation as part of the cost of ex- 
cavation and backfill rather than to 
treat it as Mr. Nichols did. We are, 
therefore, deducting $32,438.14 from 
the city’s figure in order that the com- 
ponent costs making up the two es- 
timates may be made comparable and 
arrive at a cost of $221,609.63 as the 
city’s corrected estimate. There is 
considerable testimony in the record 
regarding methods to be used in lay- 
ing and testing pipe and arriving at 
a proper cost. We find that $226,- 
324.97 is the fair and reasonable al- 
lowance for this cost. 


(8) Blocking Material 


The company estimated the total 
cost of blocking material to be $3,- 
931.18 for which item the city made 
no specific allowance. We have care- 
fully studied the testimony with ref- 
erence to this cost and believe the rec- 
ord clearly shows the necessity for 
such costs. We find $3,931.18 to be 
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a fair and reasonable amount, which 
we allow. 


(9) Jointing Material 


[3] Estimates for jointing mate- 
rial costs were $12,202.11 for the com- 
pany and $9,947.44 for the city. The 
reason for this difference lies prima- 
rily in Mr. Nichols’ failure to include 
any costs for blocking material on 
bell and spigot pipe. The record 
clearly shows that the use of blocking 
material facilitates this type of work 
though it might be possible to dis- 
pense with such material. For this 
reason we are taking the company’s 
estimate of $12,202.11 as fair and 
reasonable in making the allowance 
for blocking material on bell and spig- 
ot pipe. This allowance is not a dupli- 
cation of the costs of blocking mate- 
rial discussed under that heading. 


(10) Hauling Away Excess Earth 


[4] The company originally 
showed $74,390.30 as the estimated 
cost of hauling away excess earth but 
later revised this figure and reduced 
it to $47,514.09. The city made no 
separate allowance for this item. The 
city’s engineering witness testified 
that a sufficient allowance had been 
made for this cost in his miscellane- 
ous line costs item, in which he made 
specific provision for clean-up of ex- 
cess earth. This same witness stat- 
ed, however, that the city’s miscel- 
laneous line costs did not include the 
cost of hauling away broken concrete 
and asphalt from paving actually cut 
and replaced, and that $12,355.96 
should be set out separately to take 
care of such costs, which he had not 
included in miscellaneous line costs. 


‘In the allowance made by Mr. Biddi- 
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son, it was shown that the company 
made a study of approximately 13,000 
yards, but in arriving at unit costs 
excluded all jobs on which there was 
no excess earth to be removed. The 
result of this method was to reduce 
the 13,000 yards to 8,972 yards, all 
on jobs requiring removal of excess 
earth. Obviously, such a method is 
fallacious in that the percentages are 
higher than they would be if all jobs 
were used. We are allowing $12,- 
500 as a fair and reasonable cost for 
this item. 


(11) Excavation 


[5] The company’s estimated ex- 
cavation cost was originally $727,- 
331.50 as against $274,513.91 esti- 
mated by the city. It is necessary, 
however, to add to the city’s estimate 
$32,438.14 for excavation of Bell- 
holes, which amount Mr. Nichols in- 


cluded in his estimated cost of laying 
and testing, discussed under that head, 
and which we excluded from laying 


and testing costs. This addition 
brings the city’s total up to $306,- 
952.05, as compared with the com- 
pany’s total of $689,074.10 resulting 
from a correction of $38,257.40 made 
in the original figures. (Exhibit 32, 
p. 3.) Mr. Nichols’ hand machine 
ratio on his machine allowance at 
first blush appears to be high, but he 
later reduced his original machine 
percentage from 64 per cent to 59 per 
cent on a lineal foot basis, and to 
55.3 per cent on a cubic yard basis. 
He also included 8 per cent for skips 
in his allowance. Mr. Biddison in- 
cluded his allowance for skips in set- 
ting up his machine excavation crews. 
His machine percentage is abnormal- 
ly low as the result of his having 
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treated all paving excavation, regard- 
less of when the paving had been con- 
structed, as 100 per cent hand exca- 
vation. He stated in connection with 
this matter that he had made no in- 
vestigation as to whether paving had 
been put in prior to or after construc- 
tion. Cases are legion holding that it 
is improper to set up hypothetical 
costs for paving cut when the com- 
pany’s history showed no such cost 
incurred. Mr. Justice Day in Des 
Moines Gas Co. v. Des Moines, 238 
U. S. 153, 171, 39 L. ef 12M, 
P.U.R.1915D, 577, 589, 35 S. Ct. 
811, said in connection with this ques- 
tion: 

“As to the item of $140,000, which, 
it is contended, should be added to the 
valuation, because of the fact that the 
master valued the property on the 
basis of the cost of reproduction new, 
less depreciation, and it would be nec- 
essary in such reproduction to take up 
and replace pavements on_ streets 
which were unpaved when the gas 
mains were laid, in order to replace 
the mains, we are of the opinion that 
the court below correctly disposed of 
this question. These pavements were 
already in place. It may be conceded 
that they would require removal at the 
time when it became necessary to re- 
produce the plant in this respect. The 
master reached the conclusion that the 
life of the mains would not be en- 
hanced by the necessity of removing 
the pavements, and that the company 
had no right of property in the pave- 
ments thus dealt with, and that there 
was neither justice nor equity im re- 
quiring the people who had been at 
the expense of paving the streets to 
pay an additional sum for gas because 
the plant, when put in, would have to 
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be at the expense of taking up and 
replacing the pavements in building 
the same. He held that such added 
value was wholly theoretical, when no 
benefit was derived therefrom. We 
find no error in this disposition of the 
question.” (Italics supplied.) 


Mr. Justice Cardozo in Dayton 
Power & Light Co. v. Ohio Pub. Util- 
ities Commission (1934) 292 U. S. 
290, 311, 78 L. ed. 1267, 3 P.U.R. 
(N.S.) 279, 294, 54 S. Ct. 647, said 


in citing the Des Moines Case: 


“The cost in imaginary conditions 
of cutting and restoring pavements 
was not an increment of value.” 

We believe the authorities quoted 
above clearly state the law as to ex- 
cluding estimates of paving cut and 
replaced in reproducing the property 
when, according to the company’s 
history and experience, such costs 
were not actually incurred. 


It is not amiss here to quote from 
Bonbright, Valuation of Property 
(1937) 1119, in which the author in 
favoring original cost as being only 
secondary evidence of replacement 
cost, said: 

“It (theory) avoids the necessity of 
a meaningless compromise between 
two conflicting bases of rate control. 
And it is by no means inconsistent 
with the accepted practice of giving 
much weight to actual recent outlays 
proved by the company’s accounting 
records, as distinct from fanciful 
guesses of hypothetical costs submit- 
ted by biased experts in return for 
generous fees.” 

Mr. Elsworth Long, witness for 
the city, a man of many years’ ex- 
perience in excavation work in the 
city, testified that 524 per cent of 
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the excavation in the company’s 
called “rock area” could be done } 
machine. In this same area Mr, Bid 
dison classified all excavation as hand. 
We have studied with care all the tes- 
timony in connection with excavation 
costs and, taking into consideration 
all the facts above discussed, we find 
that the proper hand and machine ra- 
tio to be applied to this plant should 
be 50 per cent hand and 50 per cent 
machine. We find further that 400,000 
cubic yards is a fair and reasonable 
allowance for the quantity of earth 
excavated. 

Mr. Nichols used average prices of 
91 cents per cubic yard for hand ex- 
cavation, 32.2 cents per cubic yard for 
machine, $2 per cubic yard for 
loose rock excavation, and $3.25 for 
solid rock excavation. 

Mr. Biddison divided the city into 
11 zones and arrived at various costs 
for excavation. In arriving at his 
so-called base rate on hand excava- 
tion, he made a study of some forty- 
three jobs and found a man-hour per- 
formance of .4225 cubic yards per 
hour, which figure he arrived at by 
arbitrarily reducing actual crew per- 
formance 20 per cent. Adding the 
reduction made by him to .4225, we 
arrive at a figure of .5280 cubic 
yards per man-hour as compared with 
.5540 cubic yards per man-hour used 
by Mr. Nichols. It is also clear from 
the record that some of the jobs in- 
cluded in Mr. Biddison’s study in ar- 
riving at his so-called base hand ex- 
cavation rate were actually taken in 
zones 5 and 6, in which zones he add- 
ed 20 per cent and 40 per cent, re- 
spectively, over the base cost. The 


‘record also reflects that the location 
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glected for study by Mr. Biddison in 
itempting to arrive at an average or 
base cost were the worst possible 
types of locations and were in nowise 
yoical. Further, Mr. Long testified 
hat he could excavate and_ backfill 
arth and loose rock for $1 per 
ubic yard. Mr. Nichols used 91 
ents for hand excavation and 28 
ents for backfill, or a total for the 
two of $1.19 per cubic yard of earth 
3s compared with $1 per cubic 
yard estimated by Mr. Long, who in- 
duded loose rock and for which Mr. 
Nichols estimated an extra cost of 
§2 per cubic yard. 

Mr. Long further stated that he 
could do, and had done, machine ex- 
cavation and backfill in Fort Worth 
for 35 cents per cubic yard. This es- 
timate, considered with that of 42.9 
cents made by Mr. Nichols, clearly in- 
dicates that this type of work can be 


done approximately 18 per cent cheap- 
er than Mr. Nichols estimated: In 
light of the record and the facts above 
discussed, we conclude that Mr. Nich- 
ols’ excavation costs are entirely ade- 
quate, fair, and reasonable. 


(12) Backfill 


The company showed originally 
$172,704.48 for cost of backfill, a fig- 
ure later revised downward to $170,- 
317.51. The city showed $70,526.13 
for this same cost. From the com- 
pany’s Exhibit No. 28, in which Mr 
Steinberger developed an average cost 
of backfilling for both hand and ma- 
chine, it was developed that the study 
was primarily one of hand excava- 
tion in that the use of equipment was 
lacking. (Exhibit 28, p.2.) As stat- 
ed above under our discussion of ex- 
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cavation cost, Mr. Long testified that 
he could do, and had done, machine 
excavation and backfill in Fort Worth 
for 35 cents per cubic yard. For this 
reason it seems to us that 28 cents per 
cubic yard for hand backfill and 10.7 
cents per cubic yard for machine back- 
fill, used by Mr. Nichols, is more than 
adequate. We are using the same 
ratio of 50 per cent hand and 50 per 
cent machine which we used in exca- 
vation for this item, and we adopt 
Mr. Nichols’ unit costs in arriving at 
a total allowance of $77,400 as fair 
and reasonable. 


(13) Miscellaneous Line Costs 


The city estimated $54,177.28 for 
miscellaneous line costs and the com- 
pany nothing. This item included al- 
lowances for watchman, barricades, 
lanterns, crossings, ice, cleaning up, 
hauling excess earth when required, 
repairs to water, sewer, and telephone 
lines, and other small items which the 
city’s engineers thought had not been 
specifically provided for otherwise. 
We believe the city’s estimate is prop- 
er and we allow the amount as fair 
and reasonable. 


(14) Handling and Checking 


The company estimated $81,184.46 
for handling and checking cost as 
against $67,099.70 by the city. The 
main difference between the company 
and the city in their estimates lies in 
the fact that Mr. Nichols allowed 
only 3 per cent for the handling and 
checking of pipe and 4 per cent on all 
other items, whereas Mr. Biddison 
used a straight 4 per cent on the en- 
tire property. We believe the amount 
estimated by the city is entirely suff- 
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cient to cover handling and checking 
costs, since in our opinion, a great 
proportion of the pipe would be hauled 
direct from the railroad cars to the 
job, and consequently, there would be 
very little stores expense in connec- 
tion with this item except purchasing, 
checking, and routing of cars. 


(15) Omissions and Contingencies 


[6] The company originally set 
$90,838.58 as the proper estimated 
cost for omissions and contingencies, 
or slack and waste. Subsequently, 
however, the company in Exhibit No. 
32 reduced its figure to $77,577.13. 
The city allowed only $15,500.98 for 
the same item. Mr. Steinberger said, 
“. . . I wish to say I think this is 
the most complete inventory I have 
ever prepared, for the reason that I 
have been familiar with this property 
since 1928.” The thoroughness with 
which both the company and the city 
inventoried the property leads to the 
inevitable conclusion that very little, 
if any, property of the plant has been 
omitted. We find that an allowance 
of one-half of one per cent is fair and 
reasonable. By applying this percent- 
age to the total items going to make 
up distribution line equipment, exclu- 
sive of the agreed items, set out be- 
low, we arrive at a figure of $12,- 
936.33 for omissions and contingen- 
cies, which we allow. 


Summary 


By way of summation, we find the 
distribution line equipment to consist 
of the following items and amounts: 
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Handling and checking 
Unload, haul, and string 
Welding 


Concreting mains 

Trench excavation 

Trench backfill 

Hauling away excess earth .... 

Laying and testing 

Blocking material 

Jointing material 

Miscellaneous line costs 
Subtotal $999,779.47 

1,587,487.49 


$2,587 266.96 
12,936.33 


Subtotal 
Omissions and contingencies 
(Slack and waste) 


$2,600,203.29 
471,941.86 


$3,072,145.15 


Service Line Equipment 


[7] For service line equipment 
the company arrived at an estimate of 
$450,345.46 as compared with the 
city’s estimate of $327,588.21. Mr. 
Biddison, in making his study on 
which the company’s estimate was 
bottomed, took some 1,949 services 
put in as piecemeal construction. As 
discussed infra, since there are no 
adequate and complete historical rec- 
ords available in this case, we neces- 
sarily must reject Mr. Biddison’s hy- 
brid or mongrel method of purporting 
to reproduce the plant new, and in so 
doing, resort to piecemeal construc- 
tion in arriving at some of his unit 
costs. On other occasions we have 
definitely rejected this method of val- 
uation in the absence of historical 
records. Municipal Gas Co. v. Wi- 
chita Falls (Tex. 1935) 9 P.U.R. 
(N.S.) 33; Texas Cities Gas Co. v. 
Waco, Gas Utilities Docket No. 101, 
June 18, 1935. 
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Mr. Nichols, on the other hand, is 
undoubtedly too low in his allowance 
for tapping mains, in that he contend- 
ed that a crew of one man and a help- 
er could make four taps in cast-iron 
pipe per hour. We conclude after 
careful weighing of all the testimony 
that $388,966.84 is a fair and reason- 
able allowance for service line equip- 
ment. 


Paving Cut and Replaced 


The company made an allowance 
of $278,145.60 for the cost of paving 
cut and replaced. The city allowed 
for the same item only $243,375.58. 
Inasmuch as the parties subsequently 
agreed upon $260,760.59 as a fair val- 
ue for this item, we adopt the agreed 
figure. 


Industrial Equipment 


The company and city originally 
valued industrial equipment at $76,- 
140.52 and $66,162.43, respectively. 
Later an agreed value of $71,151.48 
was set and this estimate we find to 
be reasonable. 


Special Meter Equipment 


The company calculated a value of 
$6,041.43 for special meter equipment 
as against $5,021.40 by the city. An 
agreed value of $5,531.42 was 
reached, which we adopt as fair and 
reasonable. 


Meters and House Regulators 


The company’s figure for meters 
was shown to be $584,340.35 and that 
of the city $585,715.24. (Exhibit 13, 
p. 3.) The parties agreed on a value 
of $578,727.73. Engineers for the 
company and the city produced esti- 
mated values for house regulators of 
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$2,746.83 and $2,423.54, respective- 
ly, but later compromised upon a val- 
ue of $2,585.19. We concur with 
representatives of the parties in the 
two agreed valuations and hold them 
to be reasonable and proper. 


General 


Furniture and Fixtures 


The company made an allowance of 
$43,491.05 for furniture and fixtures 
and included in this item law books 
valued at $1,200. For the same item 
the city made an allowance, exclu- 
sive of law books, of $40,293.75. Mr. 
Nichols, in omitting this item, stated 
that his reason for so doing was that 
he made ample allowance for such 
items as law books in his estimate of 
administrative and legal expense dur- 
ing construction. We believe from 
the evidence that $40,293.75 is the 
proper allowance for the value of fur- 
niture and fixtures and so find. This 
amount undoubtedly includes furni- 
ture and fixtures used in nonpublic 
utility operations for which no deduc- 
tion has been made. 


Tools and Construction Equipment 
Shop Equipment 
Representatives of the company 
and city agreed upon the following 
items, in which agreement we are in 
accord and allow the same as fair and 
reasonable : 


Tools and construction equipment $21,440.97 
Shop equipment 27,762.51 


Automobiles 


The company made an allowance 
of $45,835.51 for automobiles as 
against only $6,926.04 by the city. 
The discrepancy here lies in the dif- 
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ferent methods used by the parties in 
arriving at their values. The com- 
pany’s allowance was based upon re- 
production cost new 100 per cent, 
while the engineers for the city used 
the book value as the basis. We con- 
cur in this application made by the 
city and find the value of $6,926.04 
for automobiles as fair and reason- 
able. 

A total of all the items under the 
heading of “General,” discussed 
above, amounts to $96,423.27. 


Preliminary and Organization 
Expense 


[8-10] Mr. Connor in his allow- 
ance of $144,000 for Preliminary and 
Organization Expense used 2} per 
cent of the physical property value. 
This expense included such items as 
(1) remuneration of promoters, (2) 
preliminary and engineering reports 
on a tentative layout of the system 
with a preliminary cost estimate, (3) 
market analysis, economic survey, and 
study of a gas supply costs, (4) esti- 
mates of costs of gross earnings, op- 
erating expenses, and probable net re- 
turn, (5) cost of preparing and dis- 
tributing a prospectus and discussion 
of the project, (6) cost of legal ad- 
vice with reference to corporate and 
franchise requirements, (7) costs in- 
cidental to securing a franchise, (8) 
cost of charter fees, (9) cost of 
printing and engraving stock certifi- 
cates and bonds, (10) cost of Feder- 
al Securities Tax, (11) cost of pre- 
paring mortgage and trust indenture, 
(12) cost of certification of expendi- 
tures and finally, as though the fore- 
going were not sufficient, (13) “The 
cost of all fees and other expenditures 
incident to organizing the corpora- 
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tion and putting it in readiness to do 
business.” 

As we have recited earlier in this 
opinion, the distribution system in 
Forth Worth is operated by the com- 
pany. The system is not a separate 
corporation but only a so-called divi- 
sion of the Lone Star Gas Company, 
owned and controlled almost 100 per 
cent by the Lone Star Gas Corpora- 
tion, which, as we have previously 
noted, also owns and controls other 
corporations distributing gas in the 
state of Texas. A large number of 
such systems are served at the city 
gate by the company. Most of the 
services required in Mr. Connor’s es- 
timate are those of technicians and 
there is no question but what the le- 
gal and engineering staffs of the Lone 
Star group are available to render 
such services when and if required by 
any of the affiliated group. 

Of the thirteen separate costs set 
out by Mr. Connor six or seven are 
based on the erroneous assumption 
that the system would be incorporat- 
ed. This assumption is not only 
highly conjectural and hypothetical 
but is arbitrary and apparently was 
made in complete disregard of facts 
as they actually exist. This witness’ 
manner of flying directly into the 
teeth of cold facts and his utter dis- 
regard of them in his calculations re- 
quire us again, at the possibility of 
being trite, to quote Mr. Chief Jus- 
tice Hughes’ statement in the Lind- 
heimer Case, supra, at p. 345 of 3 
P.U.R.(N.S.), when he said: “Elab- 
orate calculations which are at war 
with realities are of no avail.” We 
believe the theory announced by the 
Supreme Court in McCardle v. In- 
dianapolis Water Co. (1926) 272 U. 
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S. 400, 71 L. ed. 316, P.U.R.1927A, 
15, 47 S. Ct. 144, to the effect that 
in estimating the value of a particu- 
lar plant resort cannot be had to an 
estimate of a plant or system different 
from the one in question, is peculiar- 
ly applicable here. In the reproduc- 
tion of the system in the city, the reg- 
ulatory authority would not be free 
to base its valuation on a system ma- 
terially different from the one now in 
operation. Why should the company 
be allowed to reproduce the system as 
a corporation when it has been oper- 
ating for years as only a division of 
a large transmission corporation? If 
the present method of distributing gas 
in the city could to advantage be im- 
proved or economies be effected by 
making the division of the company 
a separate corporation, we take judi- 
cial knowledge of the fact that the in- 
terested parties of the affiliated group 
would be the first to recognize the de- 
sirability of incorporating the system. 
It is a fact also, that the Fort Worth 
Gas Company, a corporation, con- 
trolled through stock ownership by 
the Lone Star Gas Corporation, was 
dissolved and taken over and operat- 
ed as a distribution system by the 
company. We cannot allow as legiti- 
mate costs expenses incident to an as- 
sumed incorporation of the system. 
By this statement we do not want to 
be understood as excluding all proper 
legal expenses incident to reproduc- 
tion of the plant as part of the com- 
pany’s system. 

Most of the engineering costs as- 
sumed by Mr. Connor in market anal- 
ysis and a study of the gas supply 
could be either wholly dispensed with 
or materially reduced. We believe 
also that costs in connection with 
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market analysis and securing a fran- 
chise from the city have been much 
exaggerated. In a city the size of 
Fort Worth with a progressive citi- 
zenry such as it has, there can be no 
doubt but that the city would codp- 
erate in seeing that it was served with 
natural gas, and the citizens would be 
anxious to be served this commodity. 
In addition to the fallacies of Mr. 
Connor’s assumptions, pointed out 
above, he further assumes that the 
plant would be constructed by an out- 
side concern and that other services 
would also come from sources out- 
side the affiliated group. The record 
discloses that when any member of 
the Lone Star group has problems of 
any moment, such member secures 
the valuable services of the legal, en- 
gineering, and accounting staffs of the 
group. Most of these men are either 
employed by some member of the 
Lone Star System or are retained by 
it. We do not agree that all of the 
necessary preliminary and organiza- 
tion expense should be greatly en- 
hanced by assuming that outsiders 
would have to be employed, but rath- 
er assume, in line with the facts, that 
wherever possible, services of the reg- 
ularly employed or retained personnel 
would be used. Furthermore, the rec- 
ord does not disclose any proof that 
the items included by Mr. Connor 
were incurred in connection with the 
construction of the Fort Worth plant. 
Dayton Power & Light Co. v. Ohio 
Pub. Utilities Commission, supra. 
Mr. Nichols, in reaching the esti- 
mated costs under discussion used 
three-fourths of one per cent of the 
physical plant. This figure was $35,- 
555.23, which we think might be re- 
duced had he based his costs on the 
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assumption that most of the work 
would be done by the personnel of 
the affiliated group. We find that 
$36,000 is sufficient to cover the cost 
of preliminary and organization ex- 
pense. 


Administrative and Legal Expense 


[11] Estimates of Administrative 
and Legal Expense were made on the 
basis of 3 per cent and 2 per cent of 
the physical plant by the company and 
the city, respectively. Most of the 
reasons stated above under discussion 
of Preliminary and Organization Ex- 
pense are applicable here. In view of 
the further fact that the company 
spread construction over a 3-year pe- 
riod instead of taking it wholesale, 
we think 2 per cent of the physical 
plant, or $97,193.93, is adequate for 
this cost. 


Engineering and Supervision 


[12, 13] The company calculated 
cost for engineering and supervision 
at 5 per cent of the physical property 
less the value of lands, leaseholds, 
rights of way, and general items, while 
the city used 43 per cent for the same 
item. Mr. Nichols testified that in 
his calculations he assumed the com- 
pany would employ outsiders to do 
the work rather than resort to the 
services of the company’s engineering 
personnel. In answer to the question 
as to the method usually pursued in 
the construction of distribution sys- 
tems, he said, “Generally, where it 
is an affiliated company, they draw on 
the engineering staffs of the affiliated 
companies.” In answer to the ques- 
tion as to what the cost would be 
where the company used the services 
of the affiliated group’s personnel, he 
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said, “I would consider that the ac- 
tual cost of that service, on the as- 
sumption which you have made, would 
be about 3 per cent of the value of 
the property as set out under Item C 
on page 1.” 

Mr. Wesley F. Wright, general 
manager of the Fort Worth division 
of the company, testified that from 
July 1, 1931, to the present time it 
has been the company’s policy to capi- 
talize 2 per cent of the gross cost of 
construction for engineering and su- 
pervision. From January 1, 1928, to 
June 30, 1931, the company followed 
the policy of capitalizing for this cost 
at the rate of 1.41 per cent of the 
gross construction costs. The aver- 
age for the 8-year period from Janu- 
ary 1, 1928, to December 31, 1935, 
was 1.83 per cent of the direct struc- 
tural costs. 

From the testimony of Messrs. 
Nichols and Wright, set out above, the 
following facts stand out prominent- 
ly: First, when a member of an af- 
filiated group of companies requires 
engineering and supervision work, the 
member utilizes the services of the 
group staff of engineers. Second, 
that it is the policy of the members 
of the Lone Star group to resort to 
the engineering staff of the affiliated 
companies when such services are re- 
quired. In other words, this group 
follows the usual policy in resorting 
to the services of technicians employed 
or retained by the group or the mem- 
bers thereof. Third, that under the 
settled policy of the company since 
1928, the average percentage of direct 
costs capitalized for engineering and 
supervision was 1.83 and that the per- 


centage capitalized up to June 30, 


1931, was less than 1}. 
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In connection with Collateral Con- 
struction Costs, Mr. Justice Cardozo 
stated in Dayton Power & Light Co. 
y. Ohio Pub. Utilities Commission 
(1934) 292 U. S. 290, 309, 78 L. ed. 
1267, 3 P.U.R.(N.S.) 279, 293, 54 
S. Ct. 647: 

“The appellant complains of the re- 
fusal to make allowance for organi- 
zation Or preconstruction costs. 
There is no evidence that any were 
incurred, though this of itself is in- 
decisive. It is conjectural 
whether they would be incurred in the 
hypothetical event of a reproduction 
of the business, and, if incurred, in 
what amount. The appellant’s posi- 
tion as a member of an affiliated sys- 
tem would have a tendency to reduce 
such expenses to a minimum. We 
think the ruling is st by deci- 
sions of this court. 

And, at p. 310, the court said: 

“The appellant complains also of 
the failure to include the hypothetical 
expense of financing the business as 
part of the cost of reproduction. 

“Considering the absence of evi- 
dence that any such expense had been 
incurred when the business was es- 
tablished and the uncertainty that it 
would be incurred if the plant were 
destroyed and reproduced, we think 
this item under recent decisions was 
properly rejected as remote and con- 
jectural. We are to remember 
that the cost of reproduction is a 
guide, but not a measure. Los An- 
geles Gas & E. Corp. v. California R. 
Commission, 289 U. S. 287, 77 L. 
ed. 1180, P.U.R.1933C, 229, 53 S. 
Ct. 637. 

The company through its witness 
Mr. Connor has failed, we think, to 
establish facts on which to base a fig- 


109 


v. CITY OF FORT WORTH 


ure at 5 per cent. We think the com- 
pany’s position in this respect is on 
all fours with situations discussed by 
the Supreme Court in the language 
used in the following three cases. In 
Lindheimer v. Illinois Bell Teleph. Co. 
(1934) 292 U.S. 151, 175, 78 L. ed. 
1182, 3 P.U.R.(N.S.) 337, 352, 54 
S. Ct. 658, the court said in connec- 
tion with “elaborate estimates” : 

“The company has had abundant 
opportunity to establish its conten- 
tions. In seeking to do so, the com- 
pany has submitted elaborate esti- 
mates and computations, but these 
have overshot the mark. Proving too 
much, they fail of the intended effect.” 
(Italics supplied. ) 

In connection with the company’s 
responsibility in presenting facts the 
following two quotations are perti- 
nent. In Knoxville v. Knoxville Wa- 
ter Co. (1909) 212 U. S. 1, 18, 53 L. 
ed. 371, 29 S. Ct. 148, Mr. Justice 
Moody said: 

“On the other hand, the companies 
to be regulated will find it to their 
lasting interest to furnish freely the 
information upon which a just regu- 
lation can be based.” 

In Simpson v. Shepard ( Minnesota 
Rate Cases [1913]) 230 U. S. 352, 
466, 57 L. ed. 1511, 33 S. Ct. 729, 48 
L.R.A.(N.S.) 1151, Ann. Cas. 
1916A, 18, Mr. Justice Hughes said: 

“Tt may be said that this would 
have been a very difficult matter but 
the company, having assailed the con- 
stitutionality of the state acts and or- 
ders, was bound to establish its case, 
and it was not entitled to rest on ex- 
pressions of judgment when it had it 
in its power to present accurate data 
which would permit the court to draw 
the right conclusion.” 
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In the Lindheimer Case, supra, at 
p. 169 of 292 U. S. (3 P.U.R.(N.S.) 
at p. 348) the court, through Mr. 
Chief Justice Hughes, said: 

“The calculations are mathematical 
but the predictions underlying them 
are essentially matters of opinion. 
They proceed from studies of the ‘be- 
havior of large groups’ of items. 
These studies are beset with a host 
of perplexing problems. Their deter- 
mination involves the examination of 
many variable elements, and opportu- 
nities for excessive allowances, even 
under a correct system of accounting, 
are always present. The necessity of 
checking the results is not questioned. 
The predictions must meet the con- 
trolling test of experience.” (Italics 
supplied. ) 

We realize that in dealing with en- 
gineering and supervision, as well as 
other collateral construction costs, 
that the company and even the regu- 
latory body are likely to assume too 
readily the existence and validity of 
such costs. Here we do not question 
the existence of such costs, except 
taxes during construction discussed 
below, though we do question some of 
the company’s methods of calculation. 
We believe we are adhering to the 
law as enunciated by the cases above 
cited and quoted from when we re- 
quire some sort of factual basis for 
calculation of the amounts rather than 
relying upon uncertain and purely hy- 
pothetical assumptions and calcula- 
tions. 

In the testimony of the company’s 
two witnesses we have the incongru- 
ous and ludicrous situation of Mr. 
Wright’s hard facts, as practiced by 
the company, diametrically opposed to 
and irreconcilably in conflict with Mr. 
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Connor’s elaborate, highly conjectu- 
ral, hypothetical, and excessively fan- 
tastic calculations. We have no hesj- 
tancy in choosing between the two, 
We do think, however, that the per- 
centages applied by the company are 
somewhat lower than would be the 
case in wholesale reproduction, while 
at the same time we do not question 
the soundness of the company’s pres- 
ent operating practice. In view of 
the facts that this type of cost can be 
had for 3 per cent and the experience 
of the company in the capitalization 
of the item at much lower percentages, 
testified to by Mr. Wright, we find 
that 3 per cent of the total physical 
properties less the value of land, lease- 
holds, rights of way, and general 
property is adequate and reasonable. 
This percentage gives an amount of 
$141,278.89. In making our finding 
of this amount, as well as the amounts 
for other collateral construction costs, 
we are mindful of the fact that the 
company is entitled to these costs and 
our desire is to make such allowances 
as will be fair and equitable to both 
the company and the city. 


Taxes during Construction 


[14] The company showed $43,- 
000 for estimated taxes during con- 
struction for which item the city made 
no allowance. The record discloses 
that in Tarrant county and in the city 
of Fort Worth it is the policy of the 
city, the county, the state, and the tax- 
ing officers not to levy taxes on work 
under construction. In answer to the 
question as to whether he had not de- 
parted from custom of the community 
in assuming the company would incur 
a cost for taxes during construction, 
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was asked, “Have you ever seen or 
heard of any charges of any kind 
where any taxing authority here ever 
made any charge on any property that 
was not in operation?” Mr. Connor 
answered, “Well, I don’t know.” 
Mr. Wright testified that January 
|, 1931, the company had work in 
progress in the amount of $12,871, 
but when asked to produce figures for 
the same item for subsequent years 
he failed to do it. Evidence was ad- 
duced also to show that the company’s 
policy was not to begin any construc- 
tion jobs which could not be closed 
out by the end of the year, except in 
cases of emergency. We feel that it 
would be arbitrary on our part to al- 
low any amount for taxes during con- 
struction, since there is no evidence 
that the company ever paid such an 
item on work in process and in view 
of the policy of the taxing authorities. 


Interest during Construction 


[15] The company calculated in- 
terest at approximately 8 per cent on 
$6,289,170, which included, accord- 
ing to Mr. Connor’s statement, the 
“$5,232,518 for direct structural 
costs, $144,245 for preliminary and 
organization expense, $290,371 for 
preliminary and engineering expense, 
$179,117 for administrative and legal 
expense, and $42,919 for taxes during 
construction.” He estimated that 
money would have to be available 
three months in advance of its actual 
use. Mr. Nichols used as his basis 
for calculation the total value of the 
physical property minus the items of 
general property plus preliminary and 
organization expense, administrative 
and legal expense, and engineering 
and supervision during construction. 
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He used 6 per cent for his rate and 
assumed that the money would be 
required one month in advance of 
construction of units, which would 
require on the average of fifteen 
months for completion. He calculated 
a period of one half of fifteen months 
plus one month for eight and one-half 
months, the period on which he com- 
puted interest. 

The evidence discloses that the com- 
pany was able and had borrowed 
money from the parent company, the 
Lone Star Gas Corporation, for 6 per 
cent. We assume that money could 
be secured by the company when and 
as needed, which, as Mr. Nichols cal- 
culated, would be for an eight and 
one-half months’ period, which results 
in a rate of 44 per cent on the basis 
of the total value of the physical prop- 
erty less the items of general proper- 
ty plus preliminary and organization 
expense, administrative and legal ex- 
pense, and engineering and supervi- 
sion during construction. Under this 
method the amount we allow for in- 
terest during construction is $214,- 
104.21, which is based on interest at 
6 per cent per annum. 


Cash Working Capital 


[16, 17] Mr. Steinberger calcu- 
lated cash working capital at $169,- 
700. This item included such costs 
as forty-five days’ operating expenses, 
exclusive of gas purchases and taxes, 
cashier’s fund of $2,000, bank bal- 
ance of $60,324, prepaid accounts of 
$11,710, and materials and stocks of 
$41,016. The forty-five days’ oper- 
ating expense included distribution, 
commercial, new business, and gen- 
eral expenses incurred in 1934 and 
totaling $365,245.85. The amount 
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required for forty-five days’ operation 
was calculated as $45,656. Prepaid 
accounts included prepaid insurance, 
surety bond, ice coupons, employers’ 
group insurance, and prepaid taxes. 

Mr. Nichols’ estimate for the same 
item was $88,331.82 and included 
forty-five days’ operating expenses 
and tools and supplies in the amount 
of $40,463.74. The forty-five days’ 
operating expenses included distribu- 
tion system, commercial, new busi- 
ness, general, uncollectible gas ac- 
counts, automobile license fees, check 
tax, and a pro rata share of the com- 
pany’s franchise tax incurred during 
the twelve months’ period ending Au- 
gust 31, 1936, and totaling $382,- 
944.68. When placed on a forty-five 
days’ basis, this expense amounts to 
$47,868.08. We believe it is more 
accurate to accept Mr. Nichols’ figures 
for forty-five days’ operating expen- 
ses in that they are based on more 
recent experiences of the company 
than are Mr. Steinberger’s figures, 
which are based on 1934 operating 
expenses. The difference between 
the two estimates is $2,212.08 in fa- 
vor of the company. We agree with 
the city’s omission of the bank bal- 
ance figure of $69,324 as a part of 
cash working capital. The evidence 
does not disclose the necessity of such 
a balance in order for the company 
to secure proper banking facilities. 
We find that $88,331.82 is fair and 
reasonable for the two items of forty- 
five days’ operating expenses and ma- 
terials and stocks. 


Going Concern Value 


[18] The company made an allow- 
ance of $761,000 as a separate item 
for going concern value for which the 
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city made no separate allowance. We 
are disallowing any separate value for 
going concern for the reason that we 
believe our method of valuation has 
amply taken such value into consid- 
eration. In our determination of the 
fair value of the property, a recapitu- 
lation of which appears below, we 
have treated the different items of 
property as composing an active and 
successful plant doing business in 
Fort Worth with customers attached 
and, with our treatment of collateral 
construction costs (allowances of 
$36,000 for preliminary and organi- 
zation, $97,193.93 for administrative 
and legal, $141,278.89 for engineer- 
ing and supervision, and $214,104.21 
for interest during construction), we 
feel we have properly and adequately 
given due weight and consideration 
to going concern value in accordance 
with the law as announced by numer- 
ous Supreme Court decisions. Cedar 
Rapids Gas Light Co. v. Cedar Rap- 
ids (1912) 223 U. S. 655, 56 L. ed. 
594, 32 S. Ct. 389; Des Moines Gas 
Co. v. Des Moines, 238 U. S. 153, 59 
L. ed. 1244, P.U.R.1915D, 577, 35 S. 
Ct. 811; Galveston Electric Co. v. Gal- 
veston, 258 U. S. 388, 66 L. ed. 678, 
P.U.R.1922D, 159, 42 S. Ct. 351; 
Los Angeles Gas & E. Corp. v. Cali- 
fornia R. Commission, 289 U. S. 287, 
77 L. ed. 1180, P.U.R.1933C, 229, 
53 S. Ct. 637; Dayton Power & Light 
Co. v. Ohio Pub. Utilities Commis- 
sion (1934) 292 U. S. 290, 78 L. ed. 
1267, 3 P.U.R.(N.S.) 279, 54 S. Ct. 
647; Columbus Gas & Fuel Co. v. 
Ohio Pub. Utilities Commission 
(1934) 292 U. S. 398, 78 L. ed. 1327, 
4 P.U.R.(N.S.) 152, 54 S. Ct. 763; 
St. Joseph Stock Yards Co. v. Unit- 
ed States (1936) 298 U. S. 38, 80 L. 


112 





THE LONE STAR GAS CO. 


ed. 1033, 14 P.U.R.(N.S.) 397, 56 
S. Ct. 720. 


Recapitulation of Final Reproduction 
Cost Allowance 
$51,373.46 
1,529.55 
1,073.91 
169,567.88 


11,932.24 
75,144.97 


72,782.79 
3,072,145.15 
388,966.84 
260,760.59 
71,151.48 
5,531.42 
578,727.73 
2,585.19 
96,423.27 


.. $4,859,696.47 


Preliminary and organization ex- 
pense 

Administrative and legal expense 

Engiaeering and supervision ... 

Interest during construction .... 

Cash working capital 


Rights of Way ...sccees 

Office building 

District regulator station struc- 
tures 

Other distribution system struc- 
tures 

District regulator station equip- 
ment 

Distribution line equipment .... 

Service line equipment 

Paving cut and replaced 

Industrial equipment 

Special meter equipment 

Meters 

House regulators 

General 


Total physical property .. 


36,000.00 
97,193.93 
141,278.89 
214,104.21 
88,331.82 


Total reproduction cost new $5,438,605.32 


Contributions for Extensions 


[19,20] The record discloses that 
in the present fair value of the prop- 
erty there is included $159,528.73 as 
contributions made by consumers to 
the company for extensions. There 
is no obligation on the company to 
refund any part of this amount and 
the company has absolute title to this 
property. In the Ridglea Addition 
where one of these extensions was 
made and paid for by the consumers 
there were eleven customers and the 
value of the property used to serve 
them is $44,994.28, or over $4,000 
per meter as compared with an ap- 
proximate average per meter cost for 
the whole system of $168. 

We believe the method by which 
the company acquires its property 
is not determinative of whether it 
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should be included in the rate base. 
We do believe, however, that the law 
is well settled that property not used 
and useful in serving the public is 
not to be included as part of the prop- 
erty on which the company is entitled 
toa return. The record does not dis- 
close whether the per meter cost for 
all these extensions is as high as that 
for Ridglea. If this were the case, 
we should be justified in excluding 
these extensions on the ground above 
mentioned. 

The record further discloses that 
part of these extensions serve custom- 
ers outside the city limits. If the en- 
gineers for the city had furnished us 
with accurate information concerning 
this matter, we should exclude prop- 
erty outside the city limits. We see 
no logical reason for burdening con- 
sumers within the city, who can be 
served at a per meter cost of $168, 
with an imprudent extension outside 
the city at a $4,000 per meter cost. 
We believe Mr. Justice Harlan enun- 
ciated the law correctly in San Diego 
Land & Town Co. v. National City 
(1899) 174 U. S. 739, 758, 43 L. ed. 
1154, 19 S. Ct. 804, when he said: 

“One of the points in dispute in- 
volves the question whether the losses 
to the appellant arising from the dis- 
tribution of water to consumers out- 
side of the city are to be considered 
in fixing the rates for consumers with- 
in the city. In our judgment the cir- 
cuit court properly held that the de- 
fendant city was not required to ad- 
just rates for water furnished to it 
and to its inhabitants so as to com- 
pensate the plaintiff for any such loss- 
es. This is so clear that we deem it un- 
necessary to do more than to state the 
conclusion reached by us on this point.” 
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The company, however, very 
strongly urged upon the Commission 
the propriety of including this prop- 
erty. In this contention the company 
is somewhat inconsistent in that it pe- 
titioned the city for a raise in rates on 
the grounds that the then existing 
rates were confiscatory where the per 
meter cost was $168. Here it de- 
mands that we further aggravate that 
alleged situation by adding meters 
costing over $4,000 each. In the fi- 
nal analysis when the company’s pol- 
icy regarding these extensions is car- 
ried to its logical conclusion, there 
would be no distance too great pre- 
venting the company’s serving con- 
sumers outside the city limits, and 
further, there would be no limitation 
on the per meter cost of the custom- 
ers served. In this absence of quid 
pro quo on the company’s part, gratis 
property could be thrown into the rate 
base irrespective of its original cost 
to the donors and its perpetual cost 
to all consumers served. Neither 
law nor equity can sanction such a 
policy with its resulting burdens on 
the inhabitants of the city with no 
corresponding responsibility resting 
upon the company. 

No evidence was introduced segre- 
gating income and expense incident to 
these extensions from income and ex- 
pense resulting from operations with- 
in the city limits. Because of this 
fact and the further fact that the rec- 
ord does not disclose what part of 
the property is outside the city limits 
we are somewhat reluctant to elimi- 
nate the property from the rate base. 
In permitting these extensions to re- 
main in the rate base we are being ex- 
tremely liberal to the company and 
want this allowance to in nowise be 


interpreted as reflecting our policy in 
the matter. 


[21] In our findings of presen 
fair value we have considered all the 
elements of value attaching to this 
property. In some instances sufficient 
factual information based on the com- 
pany’s policy was available to us and 
in one or two instances we were able 
to resort to historical costs. In mak- 
ing these findings we entertain the 
feeling that the company did not com- 
pletely exhaust all its possibilities in 
connection with evidence it may have 
been able to furnish us in connection 
with historical facts on reproduction. 
The reason we say this is because in 
some instances witnesses for the com- 
pany produced evidence based on the 
company’s records running back as 
far as 1909. The testimony of Mr. 
Connor is an illustration: 


Q. What factual data have you 
studied in preparation of yourself to 
plot such a curve, or to make a deter- 
mination of the mortalities of steel 
pipe which determination is reflected 
in the mortality curve shown as figure 


1 in Exhibit 7? 


A. I have made a study of the his- 
tory of the steel pipe in the system 
of the Fort Worth Gas Company 
from the date that it was changed 
from an artificial gas system to a nat- 
ural gas system, down through the 
first of January, 1936. I have stud- 
ied the rate at which the pipe has been 
put into the ground, various sizes of 
pipe, the amount of pipe which has 
been definitely abandoned and com- 
pletely taken out of service, beyond 
that which has been installed each 
year, as applied to the various sizes, 


and also the replacements and aban- 
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donments of that pipe from 1910 
through the year 1928, 

Q. Have you also made a deter- 
mination of the removals, replace- 
ments, and abandonments by years? 

A. Yes, and I have also made a 
determination of the net installations 
by years of sizes of pipe of each size 
and kind of steel pipe for the purpose 
of determining how much pipe actual- 
ly went out of service and was not 
replaced as the history of the proper- 
ty progressed from 1910 to date. 

The record is also lucid on the avail- 
ability of historical facts when we ex- 
amine part of the testimony of Mr. 
Steinberger in connection with his di- 
rect examination on Exhibit 1 which 
he sponsored. 

Q. Now the next class of property 
as shown on page 2 is paving cut and 
replaced. How did you make a de- 
termination of the quantity of paving 
which had been cut and replaced in 
the distribution system at Fort 
Worth ? 

A, The quantities of paving cut 
and replaced as shown on page 168 
of volume 1, Exhibit 1, were deter- 
mined from an analysis and summari- 
zation of all vouchers covering the 
costs or covering the payment for pav- 
ing replaced over new main exten- 
sions only. This analysis covers a 
period of 1909 down to January 1, 
1935, 

I have personally made the analy- 
sis from 1909 down to January 1, 
1928, and since that time it was pre- 
pared under my direct supervision. 
(Italics supplied. ) 

Q. (By the Director) . . . I 
understood you to say you took these 
quantities from the work reports or 
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from the books, covering the exten- 
sions only. Is that from 1909 down 
to date? 

A. That is correct. The quantities 
were taken from the vouchers cover- 
ing payment to the paving contractor 
for pavement he replaced. 

Q. How did you arrive at that part 
of the old cast-iron system which was 
laid before 1909? 

A. From the company’s 
Their records were very good. 
ics supplied. ) 

This testimony of Messrs. Connor 
and Steinberger, two of the outstand- 
ing witnesses of the company, clearly 
indicates the availability of more in- 
formation from the books and vouch- 
ers of the company than was produced 
in evidence. If there is a wealth of 
detailed information, as indicated by 
Mr. Connor on installation and aban- 
donment of all sizes of steel pipe since 
1910, and if there are vouchers cov- 
ering paving cut and replaced since 
1909, and if the company’s “records 
were very good,” as Mr. Steinberger 
stated, on the cast-iron pipe laid prior 
to 1909, we come to only one conclu- 
sion. This conclusion is that histori- 
cal records and facts on probably all 
property values, expenses, and income 
of the company since 1909, possibly 
earlier, could have been introduced to 
enlighten us more in our difficult task 
and responsibility to the company and 
the city in determining the present fair 
value of the property. We deplore 
and condemn the company’s policy in 
not presenting this information. That 
is not the only criticism we level at 
the company’s policy. Not only has 
it failed to present this information, 
except as it may have furthered the 
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company’s case, as illustrated by the 
testimony above discussed, but in 
some of Mr. Wright’s exhibits and 
testimony we see an attempt to con- 
fuse rather than enlighten. 

In an attempt to bolster Mr. Bid- 
dison’s testimony, Mr. Wright was 
called upon to sponsor Exhibits 38 
and 50. His direct and redirect ex- 
amination covers 360 pages and his 
cross- and recross-examination cov- 
ers 112 pages. We have studied these 
exhibits and this testimony assiduous- 
ly in an effort to separate the wheat 
from the chaff, and while we believe 
this part of the record has some 
weight we cannot, for the following 
reasons, give much probative value to 
it. Mr. Wright has been engaged in 
different phases of natural gas distri- 
bution since 1911. He was general 
superintendent of the Fort Worth 
Gas Company from 1927 to 1929, was 
made general manager in 1929, later 
was made vice president and general 
manager of the Fort Worth Gas Co., 
and in 1931 was made division man- 
ager. During the last fifteen years 
he has supervised over 500 miles of 
street mains and was responsible for 
50,000 services in the cities of Fort 
Worth and Dallas. From 1928 to 
1930 he stated that he supervised the 
installation of approximately $2,235,- 
000 worth of property in the city of 
Fort Worth. 

On direct examination this witness, 
in answer to the question as to wheth- 
er he thought the construction pro- 
gram carried out in the city over the 
past eight years enabled the company 
to realize the same economies as 
might be realized in wholesale con- 
struction, said, “Yes, I think it would 
very closely approximate the cost of 
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any wholesale reproduction of the 
property.” In spite of this testimony, 
the witness, page 3 of Exhibit 38, 
deducted 20 per cent of direct labor 
or 5.83 per cent of total costs from 
the total inventory valued on the basis 
of actual costs for the past eight years 
in order to reduce the property to a 
wholesale basis. On page 8 of the 
same exhibit he deducted 10 per cent 
from cost of services 2 inches and 
smaller to compensate for wholesale 
construction. These calculations were 
made in comparing Messrs. Nichols’ 
and Biddison’s reproduction figures 
with the present inventory valued on 
the basis of the “actual costs” expe- 
rienced by the company during the 
past eight years. We are unable to 
understand why one with the expe- 
rience and qualifications of Mr. 
Wright who believes the program he 
supervised to be equivalent to whole- 
sale construction should in the next 
breath make deductions from his costs 
in order to reduce such costs to a 
wholesale basis. 

This witness was asked to recite 
the actual experience of the company 
in the matter of stores expense. In 
answer he said: 

“The percentage of stores, or rath- 
er, the expense of stores, expressed as 
a percentage of the materials handled 
through the Fort Worth warehouse is 
available for a number of years back, 
but not for all of the period of the 
heaviest construction. I have, how- 
ever, a compilation of the stores ex- 
pense incurred in the Dallas system 
for a period of five or six years which 
I think is quite comparable to what 
the actual costs have been in Fort 
Worth.” (Italics supplied.) 

The record does not reflect what 
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kind of program or the size of the 
program referred to in Dallas. If the 
company produced records going back 
to 1909 to bolster its contentions, why 
did this witness state that there were 
no records on stores expense during 
the heaviest construction period of 
three or four years back? This pe- 
riod, in which it was said no records 
were available, is of particular im- 
portance in furnishing facts instead 
of a questionable substitute. Why 
were the records not available and 
why did the company prefer to sub- 
stitute stores expense coming from 
the Dallas system? Again there is 
only one conclusion to be drawn and 
that is that the company preferred to 
submit to us this substitute in prefer- 
ence to its book records showing ac- 
tual experience. 

The same objection applies equally 
to the tools expense. Mr. Wright 


gave figures covering this expense 


from 1925 to 1930 from Dallas. The 
same period could have been shown 
from Fort Worth where Mr. Wright 
had direct supervision of the work. 
He stated also that his trench depths 
were a little deeper than those used 
by Mr. Biddison and that not more 
than 15 per cent of ditching could be 
done by machine. Again he recited 
conditions governing the costs in Dal- 
las instead of Fort Worth and at the 
same time stated that he supervised 
construction of one-third of the mains 
in the city of Fort Worth and that 
trench depths were determined by 
him. The utter fallacy of this tes- 
timony is more fully realized when 
Mr. Wright’s estimated machine ex- 
cavation of 15 per cent is compared 
with Mr. Biddison’s estimate of 26.4 
per cent machine excavation on the 
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total yardage basis and 31.09 per cent 
on the basis of total feet of mains. 

After carefully going through all 
the exhibits in connection with repro- 
duction cost new of the property and 
those in connection with the different 
accounting and auditing problems sub- 
mitted by the city and the company, 
most of which exhibits were almost 
self-explanatory and show preparation 
with a view of disclosing information, 
we find ourselves confronted with Mr. 
Wright’s exhibits. Most of these im- 
press us as being a maze of figures 
changed and altered by deductions 
having no basis or foundation in ex- 
perience or facts and far removed 
from realities which we feel Mr. 
Wright must have been closer to and 
possessed a more intimate knowledge 
of such realities than any other official 
of the Lone Star Gas Company. 
Frankly, we are unable, even after 
careful study of the testimony in con- 
nection with Exhibits 38 and 50, to 
label or determine what method this 
witness attempted to follow. He did 
not resort to reproduction cost new, 
historical cost, book cost, or the 
“split” inventory method. He seems 
to have a combination of all these 
methods with the result that his meth- 
od, in the language of John Haywood, 
is “Neither fish, nor flesh, nor good 
red herring.” 

The situation is similar to that men- 
tioned in Winona v. Wisconsin-Min- 
nesota Light & P. Co. (1921) 276 
Fed. 996, P.U.R.1922C, 461, 469, 
where the court said: “Evidence as 
to the financial history of the prior 
companies, and of the present defend- 
ant company so far as it relates to the 
Winona properties, is extremely 
meager, so much so that it raises a 
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suspicion of studied omission.” We 
call attention again to quotations 
from the Supreme Court in the Lind- 
heimer and Knoxville Water Co. 
Cases, discussed supra under Engi- 
neering and Supervision, to the effect 
that the company had ample oppor- 
tunity to establish its contentions 
which it sought to do by “elaborate 
estimates and computations” which 
“overshot the mark.” In so doing, 
they proved too much, hence failing 
of the intended result. The company 
regulated owes the duty and has the 
responsibility of freely furnishing in- 
formation “upon which a just regu- 
lation can be based.” 


III. Operating Expenses 


For the years 1933, 1934, and 1935 
the company followed the policy of 
setting up on the books a charge to 
expenses and a corresponding credit 
to income for rent of the company’s 
office building in the amounts of $27,- 
000, $33,400.08, and $33,400.04. 
Since these are only book entries and 
represent no expense or income, we 
are eliminating them from expenses 
of operation. With these eliminations 
the company’s books reflect total op- 
erating expenses of (1931) $620,- 
278.10, (1932) $469,311.80, (1933) 
$459,441.18, (1934) $481,023.16, 
(1935) $508,603.43, or an average 
annual operating expense for the 5- 
year period of $507,731.53, exclusive 
of gas purchases. There is no dis- 
agreement between the company and 
the city on these figures. There is 
not, however, unanimity as to the pro- 
priety of a number of items appearing 
as expenses incurred by the company 
in rendering service as a public util- 
ity. Most of our discussion and find- 
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ings set out below concern the wis- 
dom of these questionable items, 


Distribution System Expense 


[22] The distribution system ex- 
penses for the 5-year period were: 
(1931) $188,652.14, (1932) $141, 
144.54, (1933) $127,728.93, (1934) 
$142,828.19, (1935) $184,627.29, or 
an annual average expense of $156- 
996.22. In *931 there is included 
$4,815.34 as the cost of “special home 
service survey in various parts of 
city.” This expense included such 
items as payroll, car fare, auto ex- 
pense, business cards, dinners at 
Texas hotel, filing cards and service 
slips, customers’ information folders, 
folders—“Facts about the Gas Busi- 
ness,” photostats of pipe-line system, 
multigraphed letters, and gas bill 
statements. (Exhibit 17, pp. 16 and 
17.) We are eliminating these items 
because we believe they are not essen- 
tially expenses incurred in_ public 
service operations but are rather in 
the nature of merchandising and ap- 
pliance expenses. We also believe 
these expenses are nonrecurring. 
With these eliminations, we find dis- 
tribution system expenses for the pe- 
riod to be (1931) $183,836.80, 
(1932) $141,144.54, (1933) $127,- 
728.93, (1934) $142,828.19, and 
(1935) $184,627.29, or an average 
annual expense of $156,033.15, which 
is our allowance for this expense. 


Commercial Expense 


[23-25] Commercial expenses, 
according to the records of the com- 
pany, amounted to (1931) $67, 
237.65, (1932) $66,813.19, (1933) 
$66,863.32, (1934) $67,392.87, 


(1935) $65,551.61, or an average an- 
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nual expense of $66,771.73. Includ- 
ed in this expense account are such 
charges as payments to Retail Credit 
Men’s Association and other similar 
agencies, cost of credit men’s lunch- 
eons, conventions, and travel, and a 
pro rata part of the salary of Mr. E. 
C. Whitcomb based on the amount of 
time he spent with and devoted to 
merchandise and appliance operations. 
We are excluding these expenses for 
the reason that they were not incurred 
in public service operations. The 
amounts so excluded are (1931) 
$276.22, (1932) $894.69, (1933) 
$857.97, (1934) $894.59, and (1935) 
$892.38. With these eliminations, 
commercial expense for the period 
amounts to (1931) $66,961.43, 
(1932) $65,918.50, (1933) $66,- 
005.35, (1934) $68,498.28, and 
(1935) $64,659.23, or an annual 
average amount of $66,008.56. 


New Business Expense 


[26] 


New business expense for 
the period amounted to (1931) $23,- 
805.73, (1932) $24,933.72, (1933) 
$27,039.53, (1934) $32,014.76, and 
(1935) $29,414.32, or an annual av- 


erage charge of $27,441.61. A de- 
tailed analysis of the charges to new 
business expense reflects that the 
amounts of (1931) $9,949.44, (1932) 
$13,415.67, (1933) $20,320.44, 
(1934) $23,580.08, and (1935) $20,- 
363.24 were incurred for such items 
as compensation paid to appliance 
salesmen and for demonstration la- 
bor, installation of piping and appli- 
ances for cooking school, rearranging 
and redecorating appliance booth at 
Fat Stock Show, expenses of conduct- 
ing cooking schools, newspaper, mag- 
azine and miscellaneous advertising 
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which should be allocated to merchan- 
dising operations, and that part of new 
business supplies and expenses such 
as expense of cooking school conduct- 
ed in the company’s building and rent 
and expense of booth at Fat Stock 
Show allocated to merchandising. 
(Exhibit 17, pp. 20-28.) Under the 
accounts of newspaper and magazine 
and miscellaneous advertising there 
were included large sums properly be- 
longing to sale of appliances. Mr. 
Phillips based his allocations on a 
careful examination and analysis of 
all advertising done by the company 
for the period. He stated that the 
cost of every inch of advertising per- 
taining to public service operations 
had been included and the remainder 
excluded. In making these elimina- 
tions we are following a well-estab- 
lished policy of excluding from ex- 


‘penses all costs not incurred in public 


service operations. 

When the eliminations above dis- 
cussed are made, new business ex- 
pense amounts to (1931) $13,856.29, 
(1932) $11,518.05, (1933) $6,- 
719.09, (1934) $8,434.68, and 
(1935) $9,051.08, or an annual aver- 
age amount of $9,915.84. 


General Administrative Expense 


[27] General administrative ex- 
pense amounted to (1931) $186,- 
409, (1932) $89,368.67, (1933) 
$84,822.85, (1934) $89,609, and 
(1935) $83,189.67, or an average an- 
nual expense of $106,680.03. As the 
title of this expense account indicates, 
it is sufficiently broad to cover a large 
number of items, some of which are 
of a miscellaneous nature. An analy- 
sis of this expense covers eighteen 
pages and there are present certain ex- 
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penses and charges that do not come 
under the classification of public 
(Exhibit 17, pp. 


service expenses. 
29-46.) 

One of the items found is manage- 
ment fees for the years 1931 to 1934, 
inclusive, in the amounts of $17,- 
277.74, $16,632.01, $15,915.05, and 
$16,133.46. (Exhibit 17, p. 30.) 
These fees were paid to the Lone 
Star Gas Corporation but their pay- 
ment ceased in 1934, which indicates 
that the company had determined that 
such charges were not legitimate ex- 
penses. These charges were not 
shown to have been made for any 
services actually rendered by the par- 
ent Lone Star Gas Corporation, but 
the amounts were determined by an 
arbitrary charge of 50 cents per av- 
erage number of customer connec- 
tions per annum. In the absence of 
a clear showing of value received in 
services for this fee and also because 
the company has ceased paying it and 
it is a nonrecurring item, we are dis- 
allowing it as an operating expense. 
With reference to managerial serv- 
ices furnished by an affiliated com- 
pany where the Commission deter- 
mined the company did not receive 
full value, Mr. Justice Cardozo, in the 
Dayton Power & Light Co. Case, su- 
pra, at p. 291 of 3 P.U.R.(N.S.) 
said: 

“In view of the close relation be- 
tween the affiliated companies, the 
burden was upon appellant to sustain 
the fairness of the contract.” 

See also Texas Cities Gas Co. v. 
Waco, Gas Utilities Docket No. 101, 
June 18, 1935. We are fully con- 
vinced that any managerial problems 
arising would be speedily, adequately, 
and eagerly taken care of by the par- 
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ent Lone Star Gas Corporation which 
owns almost 100 per cent of the com- 
mon stock of the company. In the 
absence of convincing evidence that 
the parent company rendered services 
in good faith and the subsidiary re- 
ceived full value therefor, we feel 
that we, by allowing management fees 
under such circumstances, should be 
only aiding and abetting the parent 
company in receiving what, for prac- 
tical purposes, is nothing more than 
extremely poorly disguised dividends 
which, under such a method, could 
and would be charged to the ratepay- 
er in the form of expenses. 

[28-31] An analysis of general 
office traveling and incidental expense 
shows that (1931) $678.75, (1932) 
$376.25, (1933) $657.12, (1934) 
$981.58, and (1935) $1,305.46 was 
spent for such items as club dues, tick- 
ets and entertainments, convention 
expense, and conventions and trips. 
It is not for us to determine the com- 
pany’s policy on the matter of paying 
dues, subscriptions and membership 
fees in golf and country clubs, civic 
and other worthy and worth-while 
clubs and organizations. If the com- 
pany sees fit to pay these sums for 
certain of its employees for the pur- 
pose of improving its public relations, 
we take it that the company feels well 
paid in so doing. It is, however, of 
some concern to us when the com- 
pany, instead of paying these expens- 
es out of profits or surplus, endeavors 
to burden the ratepayer by attempt- 
ing to classify such payments as legit- 
imate operating expenses in render- 
ing service to the public. The elimi- 
nation of these items is in strict ac- 
cordance with our policy as set out in 
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(Tex. 1935) 9 P.U.R.(N.S.) 33; Re 
M & M Pipe Line Co. (Tex. 1935) 
11 P.U.R.(N.S.) 234; and Texas Ci- 
ties Gas Co. v. Waco, supra. 
Included under the heading of char- 
itable donations, we find the amounts 
of (1931) $4,260.70, (1932) $3,- 
107.50, (1933) $3,375.57, (1934) 
$3,995.44, and (1935) $3,083.23. An 
analysis of these donations discloses, 
among gifts to charity, payments for 
such items as Armour and Company 
—employees’ golf tournament and 
prize steer fed by Texas, better baby 
exhibit, Blackstone hotel—Benefit 
Tickets, Baer-Dempsey bout, Belknap 
street overpass celebration, culinary 
workers, dinner for county judges 
and commissioners, Fort Worth La- 
dies’ Band, Fort Worth Chamber of 
Commerce, Fort Worth Trades As- 
sembly, Fort Worth Baseball Club, 
Fort Worth N. R. A. Committee, 
Fort Worth Advertising Club, Fort 
Worth Restaurants Association, Har- 
mony Club, hotel greeters, Meadow 
Brook Country Club, President’s ball, 
quilt show, Rotary Club, Retail Mer- 
chants Association, Retail Credit 
Men’s luncheon, Southwestern Expo- 
sition and Fat Stock Show, T. C. U. 
Football Championship fund, Texas 
hotel—opening of new hangar, and 
U. S. Narcotic farm site. It requires 
some stretch of the imagination to 
see how all these items can be classi- 
fed as charitable donations. If one 
should assume, which we do not, that 
the citizens of Fort Worth who pur- 
chase gas from the company were 
willing to constitute the company 
their agent in making charitable do- 
nations, we rather doubt that any of 
them would entirely agree with the 
company’s judgment in selecting ob- 
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jects of charity. The consumers 
probably would require more discrim- 
ination than the record indicates the 
company has exercised. Be that as 
it may, we do not question the com- 
pany’s policy in making donations to 
charity and contributing otherwise to 
worthy causes in the city. 

We are in hearty accord with the 
desire of every one who is financially 
able to make contributions to charity. 
We are also in hearty agreement with 
the company when it insists that it 
has a public duty to make such con- 
tributions, but under the method it 
asks us to sanction and approve it 
would not be making the donations. 
It desires to force the gas consumer 
to reimburse it for such contributions 
in insisting that such are proper pub- 
lic service expenses. If the company 
is sincere in its desire to make these 
contributions, it knows that our disal- 
lowance of them as a proper expense 


does not prohibit it in any manner 


from realizing its desire. We will 
not, however, approve of any such 
plan requested by the company where- 
by it sets itself up as the self-appoint- 
ed dispensing agent for the consumer 
in the matter of charitable donations 
and reaps whatever benefits it may 
thereby acquire by such a policy. The 
benefits which inure to the stockhold- 
ers of a public utility in dues, mem- 
bership fees, and charitable donations 
by far outweigh those which may in- 
ure to the consumers. If the com- 
pany elects to expend money for non- 
public utility purposes, such expendi- 
tures can be paid either out of profits 
or surplus or by the parent Lone Star 
Gas Corporation stockholder. We 
have, on numerous occasions, held 
that such payments by the company 
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are not proper charges to operations 
of a gas utility. Municipal Gas Co. 
v. Wichita Falls, supra; Re M & M 
Pipe Line Co. supra; Re Community 
Nat. Gas Co. (Tex. 1936) 15 P.U.R. 
(N.S.) 149; Texas Cities Gas Co. v. 
Waco, siupra. 

[32] An analysis of miscellane- 
ous general administrative expense 
shows amounts of (1931) $5,236.83, 
(1932) $5,423.68, (1933) $4,180.86, 
(1934) $6,269.81, and (1935) $6,- 
357.23. Among items represented in 
these sums are such items as candy, 
flowers, convention expense, Ameri- 
can Academy of Political and Social 
Science, Advertising Club of Fort 
Worth, Business of Professional 
Club, Dallas Sales Managers’ Club, 
Fort Worth Club, Fort Worth Em- 
ployers Association, Fort Worth 
Round Table Club, Glen Garden 


Country Club, Meadow Brook Coun- 
try Club, River Crest Country Club, 


Southwest Motors Club, Texas Jock- 
ey Club, University Club, Visitors Ju- 
bilee, Chamber of Commerce, and tick- 
ets—baseball, Fat Stock Show, bene- 
fits, etc. For reasons given above in 
connection with our disallowance of 
other nonpublic utility operations, we 
are not including these items as a 
proper charge to the consumer. We 
believe the court in Reno Power, 
Light & Water Co. v. Nevada Pub. 
Service Commission, 298 Fed. 790, 
P.U.R.1923E, 485, 501, properly stat- 
ed the law when it said: 

“T note charges in the first eight 
months of 1921 for picnics, photo- 
graphs of employees, rodeo stock, 
charitable organizations, magazines 
and newspapers, floral pieces and mu- 
sic. Such expenditures, especially 
charitable contributions, are certainly 


20 P.U.R.(N.S.) 


to be commended, but in a suit of this 
character they should not be imposed 
on the ratepayers, ” (Italics 
supplied. ) 

[33] There is also included as a 
charge to general administrative ex. 
pense law expense in excess of the nor- 
mal retainer’s fee for the year 193], 
in the amount of $7,500 and for the 
year 1933, in the amount of $2,500, 
The record does not disclose the rea- 
son for, nor the nature of, these ad- 
ditional legal fees, and we are there- 
fore not making any allowance for 
these two items. Regulatory Com- 
mission expense was charged in the 
amounts of (1931) $84,746.44, 
(1932) $5,635.10, (1933) $339.81, 
(1934) $5,875.22, and (1935) $11, 
239.92. The record discloses that 
$12,525 of the 1931 expense of 
$84,746.44 was incurred during 1929 
and 1930 and hence should be thrown 
back to those years and not included in 
the 1931 account. Mr. Hulcy stated 
that the report made by Sanderson and 
Porter of New York city in 1931, the 
expense of which accounts for more 
than 50 per cent of the total for the 
year, was never used or presented to 
any regulatory body. The record also 
reflects that there was no rate contro- 
versy in the years 1932, 1933, or 
1934. With the $12,525 adjusted 
back to prior years the balance for 
1931 is $72,221.44 of which we are 
allowing $10,226.98. For the remain- 
ing years we are allowing as fair and 
reasonable (1932) $610.35, (1933) 
$277.25, (1934) $4,878.14, and 
(1935) $11,239.92, or a total of $27, 
232.64. In our allowance of these 
amounts we are requiring the com- 
pany to amortize them over a period 
of ten years. Texas Cities Gas Co. v. 
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Waco, supra; and Texas Border Gas 
Co. v. Laredo (Tex. 1933) 2 P.U.R. 
(N.S.) 503. 

After the above-discussed elimina- 
tions are deducted, we find the gener- 
al administrative expenses to be 
(1931) $66,710.54, (1932) $58,- 
194.13, (1933) $57,854.44, (1934) 
$56,354.44, and (1935) $61,203.83, 
or an average annual expense of $60,- 
063.48, plus $2,723.26 for the amor- 
tized part of regulatory Commission 
expense for a total allowance of $62,- 
786.74. 


Taxes Other Than Federal 
Income Tax 


Taxes, exclusive of the Federal In- 
come Tax, amounted to (1931) $148,- 
385.92, (1932) $137,355.95, (1933) 
$143,069.36, (1934) $146,718.14, 
(1935) $143,393.79, or an average 
annual cost of $143,780.63, which 
amount we allow. 


Uncollectible Accounts 


[84] The company charged to op- 
erating expenses losses from uncollec- 
tible accounts in the amounts of 
(1931) $5,787.66, (1932) $9,715.73, 
(1933) $9,917.19, (1934) $2,459.23, 
and (1935) $2,426.74. Mr. Phillips 
eliminated these items on the ground 
that the company required deposits as 
a matter of policy from most custom- 
ers and had the right to require suffi- 
cient deposits for its protection from 
all its consumers. Since the company 
has the means of protecting itself 
against losses of customers’ accounts, 
we cannot see the fairness or the ne- 
cessity of requiring the ratepayer to 
bear the burden of losses, the occur- 
rence of which the company is able to 
prevent. We quote with approval in 
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this connection a statement of the 
court in Reno Power, Light & Water 
Co. v. Nevada Pub. Service Commis- 
sion, supra, at p. 500 of P.U.R.1923E, 
when it said: 

“Bad debts cannot be considered in 
determining whether rates are confis- 
catory, except upon satisfactory evi- 
dence that the company was in nowise 
at fault.” 

Re Community Nat. Gas Co. supra, 
and Texas Cities Gas Co. v. Waco, 
supra. 


Recapitulation of Allowable Operating 
Expenses 
Distribution system expenses .. 
Commercial expenses 
New business expenses 
General administrative expenses .. 


.- $156,033.15 


62:786.74 


Taxes other than Federal Income 143,780.63 
$438,524.92 


Gas Purchases 


Domestic and industrial gas pur- 
chases amounted to (1931) 2,808,691 
thousand cubic feet, (1932) 2,669,- 
608 thousand cubic feet, (1933) 2,- 
236,058 thousand cubic feet, (1934) 
2,306,029 thousand cubic feet, (1935) 
2,411,837 thousand cubic feet, or an 
annual average of 2,486,245 thousand 
cubic feet. By applying the 32-cent 
gate rate, hereinafter discussed, we 
arrive at an average annual cost of 
$795,598.40 for domestic and com- 
mercial gas purchases. 


Lost and Unaccounted for Gas 


Lost and unaccounted for gas 
amounted to (1931) 183,141 thou- 
sand cubic feet, (1932) 151,491 
thousand cubic feet, (1933) 184,048 
thousand cubic feet, (1934) 368,679 
thousand cubic feet, (1935) 328,619 
thousand cubic feet, or an annual av- 
erage of 243,196 thousand cubic feet. 
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There is nothing in the record disclos- 
ing why lost and unaccounted for gas 
increased more than 100 per cent in 
1934 over 1933 and was little lower 
for 1935. We are, however, allowing 
as an expense the cost of the annual 
average amount of 243,196 thousand 
cubic feet at 32 cents, which gives a 
figure of $77,822.72, which is a great- 
er net amount than the company re- 
ceives for all the industrial gas sold in 
the city of Fort Worth. 


Temperature Correction 


The city introduced in evidence Ex- 
hibit No. 16 which shows the average 
number of degree days deficiency for 
the period 1909 to 1935, inclusive. 
This exhibit shows that the years 
1931 to 1935, inclusive, were warm- 
er years than the average of the period 
from 1909 to 1935, inclusive, the de- 
gree day deficiency variation below 


the average being (1931) 302, (1932) 
—14, (1933) 614, (1934) 324, and 
(1935) 55. The evidence shows that 
for every degree day of deficiency 
each customer, on the average, will 
consume not less than 18 cubic feet of 


gas. The record also discloses that 
the annual consumers numbered 
(1931) 34,377, (1932) 32,985, 
(1933) 31,722, (1934) 32,490, 
(1935) 32,390, or an average annual 
number of consumers for the 5-year 
period of 32,793. Had the tempera- 
ture been normal over the 5-year pe- 
riod, the consumers would have used 
an additional 150,140 thousand cubic 
feet of domestic and commercial gas 
over what they actually used. With 
reference to this problem, Mr. Chief 
Justice Hughes in Los Angeles Gas 
& E. Corp. v. California R. Commis- 
sion, 289 U. S. 287, 320, 77 L. ed.’ 
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1180, P.U.R.1933C, 229, 250, 53 s. 
Ct. 637, said: 


“The question, then, is as to the es- 
timates of revenue and expenses. The 
company complains that the Commis. 
sion’s estimate of revenue was too 
high. The problem largely concerns 
temperatures, and it is plain that the 
Commission was justified, in fixing 
rates which were to apply for a con- 
siderable period, in taking average 
temperatures. The district court, with 
its special knowledge of local condi- 
tions, and speaking in April, 1932, 
held that the action of the Commission 
was fair. The circuit judge supple- 
mented this finding of the majority 
by his holding that there was ‘nothing 
unreasonable in the estimate of re- 
turns by the Commission so far as 
temperature is concerned’ and _ that 
there was ‘nothing to indicate that due 
consideration was not given to the 
possible effect of the depression upon 
the consumption of gas.’ ”’ 

See also Reno Power, Light & Wa- 
ter Co. v. Nevada Pub. Service Com- 
mission, supra; Community Nat. Gas 
Co. v. Denton (1937) Gas Utilities 
Docket No. 96; Re Community Nat. 
Gas Co. supra; Texas Cities Gas Co. 
v. Waco, supra, and Municipal Gas 
Co. v. Wichita Falls, supra. 

By applying the gate rate cost of 32 
cents per thousand cubic feet, we ar- 
rive at an additional operating expense 
for gas purchase of $48,044.80. 

By adding together the domestic 
and commercial gas purchase expense 
of $795,598.40 and the lost and un- 
accounted for gas purchase expense of 
$77,822.72 and the additional gas to 
be purchased for temperature correc- 
tion of $48,044.80, we arrive at a to- 
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tal operating expense for gas pur- 
chase, exclusive of industrial gas, of 
$921,465.92. 


Gate Rate 


[85] The company has set up on 
its books a charge of 40 cents per one 
thousand cubic feet of gas to be sold 
to domestic and commercial consum- 
ers in the city and as a basis of de- 
termining the expense resulting from 
lost and unaccounted for gas. In Re 
Lone Star Gas Co. Gas Utilities Dock- 
et No. 75, September 13, 1933, Ex- 
hibit No. 22, we determined that a 
fair and reasonable rate to be charged 
by the company for all its city gate 
sales should not exceed 32 cents per 
one thousand cubic feet. In _ that 


hearing, we made a thorough, detailed, 
and exhaustive study in our determi- 
nation of the fair value of the com- 
pany’s property upon which value we 


based our finding as to a proper and 
adequate rate. We are not here deal- 
ing with a situation present in Colum- 
bus Gas & Fuel Co. v. Ohio Pub. Util- 
ities Commission, supra, at p. 163 of 
4 P.U.R.(N.S.) where the court said 
the affiliated sellers “must serve their 
affliated buyers at reasonable rates,” 
in that, strictly speaking, the Lone 
Star Gas Company, primarily a pipe- 
line and transmission company, does 
not “sell” to itself as a distributing 
company at the city gate of Fort 
Worth. The principle of this case, 
however, is applicable. Since we have 
determined that a reasonable gate rate 
is 32 cents, it is our duty to see to it 
that the gas consumers of the city are 
protected from the company’s attempt 
to saddle upon them a higher rate. 
Our Order No. 75, supra, is still in 
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full force and effect. We are unable 
to distinguish between the fairness of 
rates to be charged by the company 
when it sells at the city gates to towns 
and cities served by its corporate af- 
filiates, the Community Natural Gas 
Company and the Texas Cities Gas 
Company, and a city gate rate to be 
charged on the books of the division 
of the company serving the city of 
Fort Worth. For the foregoing rea- 
sons, we are not allowing as an ex- 
pense a city gate rate of more than 
32 cents to be set up on the books of 
the distributing division of the com- 
pany and charged to the ratepayers of 
the city. 


Depreciation 


[36] The company, December 31, 
1935, had accumulated in its depreci- 
ation reserve the sum of $2,066,- 
561.55. Based on our findings of $5,- 
436,605.32 as the undepreciated value 
of the company’s property used and 
useful in serving the public in the city, 
this depreciation reserve amounts to 
approximately 38 per cent of the rate 
base. The company insists that the 
property is in 91.4 per cent condition. 
In other words, the company states 
that the property is depreciated to the 
extent of only 8.6 per cent, though it 
has accumulated in its depreciation 
reserve an amount indicating a policy 
of forcing the ratepayer to assume the 
burden of an excessive expense charge 
for depreciation, the cumulative cred- 
its of which show the property to be 
depreciated 38 per cent. We cannot 
approve of the company’s policy of 
blowing hot by its insistence on hav- 
ing a practically undepreciated rate 
base and blowing cold at the same time 
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in wanting to charge a rate high 
enough to absorb this enormous an- 
nual depreciation expense. 

[37] One of the best tests known 
in determining the accurateness of a 
proper annual depreciation charge is 
the amount the company actually 
charges to the depreciation reserve 
each year for replacements necessary 
because of property retirements re- 
sulting from a depreciated condition. 
The company, over the past five years, 
charged to the depreciation reserve 
(1931) $89,868.58, (1932) $41,- 
989.41, (1933) $48,790.61, (1934) 
$45,447.21, and (1935), $42,419.78, 
or an average annual amount of $53,- 
703.12. We have carefully considered 
all the different phases of the annual 
amount which we think will properly 
protect the company’s property and at 
the same time not burden the ratepay- 
ers unduly when we fix $108,000 per 


annum as the proper amount for the 
company to set up on its books as an 
expense and to be accumulated in its 


depreciation reserve. This amount is 
over $54,000 more than the annual 
average amount over the past five 
years as experienced by the company. 
Should this amount be determined to 
be inadequate during the next few 
years, which we do not anticipate, the 
company may appeal to us and upon 
proof as to inadequacy of this allow- 
ance, we will, in a proper proceeding, 
revise and increase the amount. 


Credits to Operating Expenses 


We find from the record that the 
average annual difference between 
sales and purchases of industrial gas 
for the years 1931 to 1935, inclusive, 


is $76,755.80, and this amount is cred- © 
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ited to the operating expense charge- 
able to domestic and commercial con- 
sumers. 

Under the heading of Penalties and 
Allowances, we find an average annu- 
al credit of $27,344.75 earned, which 
amount is credited against operating 
expenses. 

A third credit against operating ex- 
penses is found in the account of Mis- 
cellaneous Revenues in the average an- 
nual amount of $1,682.24, bringing 
the total average annual credits to op- 
erating expenses to $105,782.79 per 
annum. 


Summary—O perating Expense 


By adding together the total oper- 
ating expenses of $438,524.92, the 
gas purchases expense of $921,465.92, 
depreciation $108,000, we have a total 
operating expense and depreciation of 
$1,467,990.84. And by deducting the 
$105,782.79 credits, we arrive at a to- 
tal necessary income, exclusive of re- 
turn on investment, of $1,362,208.05. 


IV. Rate of Return 


[38] We are fixing 6 per cent as 
a proper return on the fair value of 
the company’s property used and use- 
ful in discharging its public service ob- 
ligations in the city of Fort Worth. 
Mr. Connor testified that the company 
was able to borrow money in substan- 
tial sums from the Lone Star Gas Cor- 
poration at 6 per cent. The company 
had 5 per cent bonds or debentures 
outstanding that Mr. Connor aid 
were selling at 104 which gives a yield 
or rate of return of approximately 4.8 
per cent. We believe that the city of 
Fort Worth, which is growing and 





THE LONE STAR GAS CO. 


prosperous, has a citizenry keenly 
qware Of the conveniences resulting 
from the use of natural gas, as evi- 
denced by an investment in gas appli- 
ances equivalent in amount to the in- 
vestment of the company in the city. 
In view of these facts, we believe the 
company occupies a strategic position 
in the matter of conducting a stable 
public utility business from which it 
will continue to earn profits under the 
rate we have set and which we believe 
to be fair and reasonable. 


V. Rate Schedule 


We find that the following schedule 
of rates is just and reasonable, and 
that its application will produce a net 
return of 6 per cent per annum on the 
fair value of the properties used and 
useful in distributing gas to consum- 
ers in Fort Worth, Texas, after pro- 
viding for adequate operating expen- 
ses and depreciation reserve: 
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For the first 1,000 cubic feet of monthly con- 
sumption registered on one meter, 75¢; 

For the next 19,000 cubic feet of monthly con- 
sumption registered on one meter, 61¢ per 
each 1,000 cubic feet; 

For the next 10,000 cubic feet of monthly con- 
sumption registered on one meter, 57¢ per 
each 1,000 cubic feet; 

For the next 20,000 cubic feet of monthly con- 
sumption registered on one meter, 52¢ per 
each 1,000 cubic feet; and 

For all gas in excess of 50,000 cubic feet of 
monthly consumption registered on one me- 
ter, 42¢ per each 1,000 cubic feet. 

[39] The billing date shall be the 
date the bill is delivered to the resi- 
dence or place of business of the con- 
sumer and in the event the bill is not 
paid within ten days an additional 
charge of 11% per cent may be add- 
ed to such bill for failure to make 
prompt payment of such bill. 

[40] A minimum charge of 50 
cents net per meter per month will be 
made, even though the consumer shall 
not have used sufficient gas in such 
nionth to make the amount of the bill 


equal to such charge of 50 cents. 
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B. & B. Amusement Enterprises, 
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City of Boston 


(— Mass. —, 8 N. E. (2d) 788.) 


Payment, § 36 — Service denial to enforce — Arrearages of tenant. 
1. A city operating a water utility has no right to require a property own- 
er, as a condition precedent to receiving water, to pay bills charged to a 
tenant for water previously furnished to the tenant, p. 128. 

Reparation, § 38 — Voluntary payment as defense — Protested payment. 
2. A property owner which has paid bills of a tenant under protest in order 


to secure water service from a municipal waterworks may recover the 
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amount exacted as a condition of furnishing of service, since such pay- 
ment is not voluntary, and the customer is not required first to resort to 
litigation in order to avoid the imputation of having paid voluntarily; it 
is enough that the customer had an immediate right to the water and would 
have been deprived of that right if it had not submitted to the unlawfyl 


exaction, p. 128. 


[May 26, 1937.] 


gare to recover back money paid under protest in order to 

obtain water service, denied by a municipal waterworks on 

account of arrearages of a tenant; decision against municipality 
affirmed. 


APPEARANCES: E. M. Dangel and 
S. Andelman, both of Boston, for 
plaintiff; I. H. Fox, Assistant Cor- 
poration Counsel, of Boston, for de- 
fendant. 


Qua, J.: The plaintiff seeks to re- 
cover back a sum of money hereto- 
fore paid by it to the defendant for 
water which the defendant, in the 
years 1930 and 1931, furnished and 


charged to a lessee of the plaintiff 
then occupying the plaintiff's prem- 


ises. The lease required the lessee to 
pay for water. Later the premises be- 
came vacant. In 1935, the plaintiff 
itself requested the defendant to sup- 
ply water to be consumed thereon. 
The defendant refused to do so unless 
the plaintiff should pay for the water 
formerly charged to the lessee. At 
that time any lien which the defend- 
ant may have had upon the land under 
G. L. (Ter.Ed.) Chap. 40, §§ 42A- 
42C, had been lost. The plaintiff, 
“wishing to have the water turned on 
and supplied to the said premises,” 
paid the sum in question under protest, 
contending that it was not legally 
bound to pay the same. 

[1] Plainly the city had no right 
to require the plaintiff, as a condition 
precedent to receiving water, to pay 
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bills charged to the tenant for water 
previously furnished to the tenant. 
Turner v. Revere Water Co. (1898) 
171 Mass. 329, 50 N. E. 634, 40 
L.R.A. 657, 68 Am. St. Rep. 432; 
Cox v. Malden & Melrose Gas Light 
Co. (1908) 199 Mass. 324, 85 N. E. 
180, 17 L.R.A.(N.S.) 1235, 127 Am. 
St. Rep. 503; Brand v. Water Comrs. 
of Billerica (1922) 242 Mass. 223, 
228, 136 N. E. 389. See G. L. (Ter. 
Ed.) Chap. 270, § 13. That the city 
did impose this condition appears by 
fair construction of the case stated 
without resorting to inference. See, 
however, G. L. (Ter.Ed.) Chap. 231, 
§ 126. 

[2] The defendant contends that 
the plaintiff cannot recover because it 
made the payment voluntarily. But 
the plaintiff as a landowner had a right 
to a supply of water, which it was the 
duty of the city as the operator of a 
public utility (Loring v. Commissioner 
of Public Works [1928] 264 Mass. 
460, 464, 163 N. E. 82) to furnish 
on the same terms on which it fur- 
nished water to others. No other 
comparable service was available to 
the plaintiff. The condition which the, 
city sought to impose was unlawful 
and oppressive. Yet as a practical 


‘matter the plaintiff was obliged to 
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submit to it for the time being or go 
without water. We think the plain- 
tiff was justified in taking the course 
which it did take as the simplest way 
out of the difficulty, and that it was 
not bound first to resort to litigation 
in order to avoid the imputation of 
having paid voluntarily. Nor do we 
think that in a case of this kind the 
plaintiff need show the purposes for 
which it wanted the water or the im- 
portance or necessity of having it. 
It is enough that the plaintiff had an 
immediate right to the water and 
would have been deprived of that 
right if it had not submitted to the 
unlawful exaction. Boston v. Edison 
Electric Illum. Co. (1922) 242 Mass. 
305, 310, 136 N. E. 113; Cunningham 
v. Munroe (1860) 15 Gray (81 Mass. ) 
471; Parker v. Great Western R. Co. 
(1844) 7 Mann. & G. (Eng.) 253, 
292; Clough & Co. v. Boston & M. 
R. Co. (1914) 77 N. H. 222, 90 Atl. 


863, Ann. Cas. 1915B, 1195; Warren 
(S. D.) Co. v. Maine C. R. Co. 
(1926) 126 Me. 23, 28, 135 Atl. 526; 
Trower v. San Francisco (1907) 152 
Cal. 479, 92 Pac. 1025, 15 L.R.A. 
(N. S.) 183; Chicago v. Northwest- 
ern Mut. Life Ins. Co. (1905) 218 
Ill. 40, 75 N. E. 803, 1 L.R.A.(N.S.) 
770; Holly v. Neodesha (1912) 88 
Kan. 102, 112, 127 Pac. 616; Panton 
v. Duluth Gas & Water Co. (1892) 
50 Minn. 175, 52 N. W. 527, 36 Am. 
St. Rep. 635; Westlake & Button v. 
St. Louis (1882) 77 Mo. 47, 46 Am. 
Rep. 4; Swift & C. & B. Co. v. Unit- 
ed States (1884) 111 U. S. 22, 28, 
28 L. ed. 341, 4 S. Ct. 244. 

None of the cases cited by the de- 
fendant where payment has been held 
voluntary involved the necessity of 
submission to an unlawful demand as 
a condition upon the exercise of a 
legal right. 

Order dismissing report affirmed. 





UNITED STATES CIRCUIT COURT OF APPEALS, TENTH CIRCUIT 


State of Oklahoma ex rel. H. J. Williams 


Oklahoma Natural Ces Corporation et al. 


{No. 1245.] 
(89 F. (2d) 416.) 


Statutes, § 19 — Strict construction — Penal provisions. 
1. Statutory provisions for recovery of penalties on account of a fraudulent 
or void claim against school district officers are penal in nature and must 


be strictly construed, p. 133. 


Fines and penalties, § 5 — Improper charges for gas — Payment by school of- 
ficers — Bad faith or misfeasance. 
2. A petition for recovery of penalties, under a statute providing for re- 
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129 


20 P.U.R.(N.S.) 





UNITED STATES CIRCUIT COURT OF APPEALS 


covery of penalties where school district officers pay out money in pursu- 
ance of an unauthorized, unlawful, fraudulent, or void contract does not 
plead facts to bring the case within the statute, where it is alleged that 
school officers have paid for gas under rates fixed by Commission order 
instead of rates prescribed by a franchise, when neither the rate order nor 
the franchise provision was unauthorized, unlawful, or fraudulent and no 
bad faith or misfeasance is alleged on the part of the officers of the school 
district but it is alleged that such officers at the times of payment had no 
knowledge of such franchise, p. 133. 


§ 226 — Franchises — Expiration. 

3. A franchise provision establishing the rate to be charged for gas fur- 
nished to a school district ceases to be operative at the expiration of the 
franchise, p. 134. 


Rates, § 230 — Franchises — Effect of Commission rate order. 


4. A franchise rate for gas furnished to a school district is no longer ef- 
fective after the Corporation Commission establishes a gas rate by general 
order, p. 134. 


Rates, § 32 — Powers of Commission — Contract rates — Exemption. 
5. The Corporation Commission, after exercising its jurisdiction to make 


a general rate order, may not exempt therefrom and leave in force a con- 
tract rate, p. 134. 


Reparation, § 11 — Exclusive powers of Commission — Overcharges. 
6. The Corporation Commission has exclusive jurisdiction to determine 
the amount, if any, which a gas corporation has charged a school district 
for gas furnished in excess of the lawful rate or in excess of what the 
Corporation Commission should declare to be the legal rate, p. 134. 


[March 24, 1937. Rehearing denied May 1, 1937.] 


F jaan from judgment dismissing complaint for penalties on 
account of alleged overpayments by a school district for 
gas; affirmed. 


¥ 


AppEARANCES: A.B. Honnold, of called the Gas Corporation, city of 


Tulsa, Okla. (Paul Avis, of Tulsa, 
Okla., on the brief), for appellant; 
I. J. Underwood, of Tulsa, Okla. (O. 
L, Lupardus and Allen, Underwood & 
Canterbury, all of Tulsa, Okla., on 
the brief), for appellees. 

Before Lewis, Phillips, and Bratton, 
Circuit Judges. 


Puitups, C. J.: The relator 
brought this action against the Okla- 
homa Natural Gas Corporation, a 
Maryland corporation, hereinafter 


Tulsa, a municipal corporation, and 
the board of-education of the city of 
Tulsa, being Independent School Dis- 
trict Number 22, a municipal corpora- 
tion, hereinafter called the School Dis- 
trict, in the district court of Tulsa 
county, Oklahoma. Summons was 
issued on August 11, 1932, and served 
on the Gas Corporation on August 13, 
1932. An alias summons was issued 
on September 1, 1932, and served on 
the Gas Corporation on September 7, 
' 1932. The action was brought un- 
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der the provisions of § 5965, Okla. 
Stats. 1931 (62 Okla. Stats. Ann. § 
373).* 

The cause was duly removed to the 
United States district court for the 
northern district of Oklahoma. See 
State ex rel. Williams v. Oklahoma 
Nat. Gas Corp. (1936) 83 F. (2d) 
986. 

A demurrer to the petition on the 
ground of misjoinder of causes of ac- 
tion was sustained. On December 4, 
1933, the Oklahoma Natural Gas 
Company, a Delaware corporation, 
hereinafter called the Gas Company, 
was made a party defendant. On 
January 3, 1934, the relator filed a 
separate petition to recover, under the 
provisions of §§ 6831 and 6832, 
Okla. Stats. 1931 (70 Okla. Stats. 
Ann. §§ 132, 133), double the amount 


of the excess over the alleged legal 
rate paid by the officers of the School 


District to the Gas Corporation for 
gas furnished for lighting and heating 
school buildings in the School Dis- 
trict. 

In his first cause of action, relator 
alleged : 

That the School District is a body 
corporate, organized and created un- 
der the laws of Oklahoma.’ 

That by Ordinance No. 149 of the 
city of Tulsa, Indian Territory, ap- 
proved July 30, 1906, a natural gas 
franchise in the city of Tulsa, was 


OKLAHOMA NATURAL GAS CORP. 


granted to C. L. Reeder and others 
and their successors and assigns, for 
a term of twenty-five years and that 
§ 11 of the franchise read as follows: 

“For and in consideration of the 
privileges hereby granted by the city 
of Tulsa as aforesaid the said grantees, 
their successors, or assigns while con- 
tinuing in the enjoyment thereof, 
shall furnish, free of expense to the 
said city of Tulsa, gas in sufficient 
quantities for lighting and heating the 
building used by the said city as a 
city hall, and all public school build- 
ings used by said city and the inhabi- 
tants thereof for school purposes at 
four cents per thousand cubic feet, and 
said grantees agree to lay service lines 
to said city hall and school buildings 
or either of them upon demand of 
either the school board or city coun- 
cil.” 

That the Gas Corporation succeeded 
to such franchise and from the 31st 
day of July, 1926, operated under 
such franchise; that the School Dis- 
trict is the successor by operation of 
law and by assignment to the provi- 
sions of the franchise obligating the 
Gas Corporation to furnish gas for 
use in such school buildings at 4 cents 
per thousand cubic feet; that the 
Gas Company is the successor to the 
Gas Corporation and has assumed all 
the enforceable liabilities of the Gas 
Corporation. 





1A common informer statute. 

2In Indian Territory prior to the advent 
of statehood (November 16, 1907) schools 
within the territorial limits of cities were 
under the jurisdiction, control, and manage- 
ment of the city as a body politic and there 
was no separate school district or body pol- 
iti. On the advent of statehood each city 
became a separate school district, a body cor- 
porate under the name of “Board of Educa- 
tion of the City of ——, of the State of Ok- 
lahoma,” wholly distinct from the city as a 
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body politic. Grennan v. Carson (1910) 25 
Okla. 730, 107 Pac. 925, 927, 928. 

Section 6853, Okla. Stats. 1931 (Sess. 
Laws 1913, Chap. 219, Art. 6, § 1), 70 Okla. 
Stats. Ann. § 181 approved May 22, 1913, 
provides : 

“Each city of the first class, . . shall 
constitute an independent district and be gov- 
erned by the provisions of this article.” 

Therefore, the present School District 
came into existence in 1913, and its predeces- 
sor on November 16, 1907. 
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That from July 31, 1926, the Gas 
Corporation was obligated to furnish 
gas to the School District for use in 
its school buildings at 4 cents per 
thousand cubic feet. That the Gas 
Corporation and its officers and em- 
ployees conspired to defraud the 
School District by concealment and 
misrepresentation. That the Gas Cor- 
poration and its officers and employees 
concealed from the School District the 
fact that it was operating under such 
franchise and each month represented 
to the School District by false state- 
ments rendered for gas that the 
School District was obligated to pay 
for gas furnished in excess of the 
rate provided in § 11. That the 


School District was deceived by such 
representations and relied thereon in 
making payments for gas. 

That the School District and its of- 
ficers did not know of the provisions 


of § 11 or that the Gas Corporation 
was operating under such franchise at 
the time it made such excessive pay- 
ments for gas, and did not learn 
thereof until shortly before the filing 
of the original petition herein. 

That the amounts paid to the Gas 
Corporation from July 31, 1926, to 
October 6, 1931, for gas furnished for 
the period from July, 1926, to July, 
1931, in excess of the price fixed by 
§ 11, was $165,895.86. 

That relator is a resident taxpayer 
of the city of Tulsa; that he, and more 
than ten other resident taxpayers of 
the School District, made written de- 
mands upon the officers of the School 
District to institute and diligently 
prosecute proper proceedings at law 
or in equity for the recovery of dou- 
ble the amount of such alleged exces- 
sive payments ; that the board of edu- 
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cation failed, neglected, and refused 
to comply with such demands; and 
that this action was commenced less 
than twelve months after such de. 
mands were made. 

That the School District, the rela- 
tor, and the other taxpayers did not 
learn of such conspiracy and fraud 
until within one year immediately 
prior to the filing of the original pe- 
tition herein. 

In the second cause of action relator 
realleged the allegation of his first 
cause of action and further alleged: 

That since the termination of such 
ordinance, the Gas Corporation has 
continued to operate in the city of 
Tulsa under an implied agreement to 
pay the consideration provided in § 
11 of the franchise. 

That from July 30, 1931, to De- 
cember 31, 1932, the Gas Corporation 
collected from the School District for 
gas furnished the sum of $41,802.36 
in excess of the price fixed in § 11. 

He further alleged a like demand 
upon and refusal by the officers of 
the School District as in the first 
cause of action. 

In an amendment to the separate 
petition relator alleged: 

That the Corporation Commission 
of the state of Oklahoma by order 
directed the holder of such franchise 
to comply with the consideration pro- 
vision thereof when operating there- 
under ; and that such order was in ef- 
fect during the period from July, 
1926, to December 31, 1932; and that 
the Corporation Commission has nev- 
er set aside or modified the provisions 
of § 11. 

The Gas Corporation and the Gas 
Company interposed a demurrer to 
the separate petition and the amend- 
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ment thereto on the _ following 
ounds : 

“(1) That this court has no juris- 
diction of the subject of the action; 

“(2) That plaintiff has no legal 
capacity to sue or maintain this ac- 
tion ; 

“(3) That said separate petition, 
together with the amendment thereto, 
does not state facts sufficient to con- 
stitute a cause or causes of action in 
favor of the plaintiff or against these 
defendants or either of them; 

“(4) That said separate petition, 
together with the amendment thereto, 
shows upon its face that the alleged 
causes of action, if any, are barred by 
the statute of limitations in such cases 
made and provided.” 

The trial court sustained the de- 
murrer on the first ground and over- 
ruled it on the second, third, and 
fourth grounds. Relator elected not 
to further plead and the separate peti- 
tion was dismissed. Relator has ap- 
pealed. 

[1, 2] Sections 6831 and 6832, 
Okla. Stats. 1931 (Chap. 219, Art. 5, 
§§ 32 and 33, Sess. Laws 1913), 70 
Okla. Stats. Ann. §§ 132, 133, read 
as follows: 

“Every officer of any School District 
who shall hereafter order or direct 
the payment of any money or trans- 
fer of any property belonging to 
School District in settlement of any 
claim known to such officers to be 
fraudulent or void, or in pursuance 
of any unauthorized, unlawful, or 
fraudulent contract or agreement made 
or attempted to be made, for any 
School District, by any officer or of- 
ficers thereof, and every person having 
notice of the facts with whom such 
unauthorized, unlawful, or fraudulent 
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contract shall have been made, or to 
whom, or for whose benefit such 
money shall hereafter be paid, or 
such transfer of property shall be 
made, shall be jointly and severally 
liable in damage to all innocent per- 
sons in any manner injured thereby, 
and shall be furthermore jointly and 
severally liable to the School District 
affected for double the amount of all 
such sums of money so paid, and 
double the value of property so trans- 
ferred, as a penalty to be recovered 
at the suit of the proper officers of 
such School District, or of any resident 
taxpayer thereof, as hereinafter pro- 
vided.”’ (Italics ours.) 

“That upon the refusal, failure, or 
neglect of the proper officers of any 
School District, after written demand 
made upon them by ten resident tax- 
payers of such School District, to in- 
stitute or diligently prosecute the 
proper proceedings at law or in 
equity for the recovery of any money 
or property belonging to such School 
District, paid out or transferred by 
any officer thereof, in pursuance of any 
unauthorized, unlawful, fraudulent, or 
void contract, made or attempted to be 
made by any of its officers for any 
such School District, or for the penalty 
provided in the section preceding, any 
resident taxpayer of such School Dis- 
trict affected by such payment or trans- 
fer after serving the notice afore- 
said, and after giving security for 
costs may, in the name of the state of 
Oklahoma as plaintiff, institute and 
maintain any proper action at law or 
in equity which the proper officer of 
the School District might institute and 
maintain for the recovery of such 
property, or for said penalty and any 
such School District shall, in such 
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event, be made defendant and one-half 
the amount of money and one-half of 
the value of the property recovered 
in any action maintained at the ex- 
pense of a resident taxpayer under 
this section shall be paid to such resi- 
dent taxpayer as a reward.” 

The above quoted statutory provi- 
sions are penal in nature and must be 
strictly construed.® 

Relator’s case is bottomed on the 
theory that the gas was furnished 
pursuant to § 11 and that the Gas 
Corporation should have based its 
charges therefor on the rate therein 
provided. He expressly alleges that 
the School District and its officers, at 
the times such payments were made, 
had no knowledge of such franchise. 
The claims which were paid consisted 
of monthly statements furnished to 
the School District by the Gas Cor- 
poration. By the express allegations 
of the complaint, they were not 
claims “known to such officers to be 
fraudulent or void,” and therefore 
were not within the void or fraudulent 
claim provision of § 6831, supra. 

It was admitted at the oral argu- 
ment that the charges were based on 
the general rates for gas in the city 
of Tulsa fixed by order of the Cor- 
poration Commission and the gas fur- 
nished the School District was billed 
and paid for in accordance with those 
rates. They were not paid in pursu- 
ance of “any unauthorized, unlawful, 
or fraudulent contract” made by the 
School District or any officer thereof. 
They were paid pursuant to a valid 
administrative order having the force 


and effect of law. Neither the rate 
order nor the franchise provision were 
unauthorized, unlawful, or fraudulent. 
It was only a question of which was 
applicable. Furthermore, there was 
no bad faith or misfeasance on the 
part of the officers of the School Dis- 
trict and we think the statute is only 
intended to apply where the officers 
knowingly act without authority, un- 
lawfully or fraudulently. 

We conclude the facts pleaded do 
not bring the case within the statute 
when strictly construed. 

[86] As to the second cause of 
action which covers payments made 
after the franchise had expired, we 
think it clear no cause of action was 
stated. Under § 5 (a), Art. 18 of 
the Oklahoma Constitution (§ 13702, 
Okla. Stats. 1931) municipal corpora- 
tions are prohibited from extending 
or renewing a franchise without the 
approval of the majority of the quali- 
fied electors residing within its corpo- 
rate limits. Since the franchise was 
not so extended or renewed, § 11 
ceased to be operative at the expira- 
tion of the franchise. 

A contract rate fixed by agreement 
between a consumer and a public util- 
ity in Oklahoma is not invalid where 
the State Corporation Commission 
has not exercised its paramount pow- 
er to fix the rates to be charged by 
such utility. The contract is binding 
on the parties only until such time 
as either of them invokes the juris- 
diction of the Corporation Commis- 
sion to fix a rate.* 

The paramount power of the Cor- 





8 Bennington v. First National Bank 
(1935) 172 Okla. 164, 44 P. (2d) 872; State 
ex rel. Sweeney v. Oklahoma Nat. Gas Corp. 
(1936) 177 Okla. 62, 57 P. (2d) 626; State 
ex rel. Jennings v. Ray (1936) 87 F. (2d) 


181. 
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4American Indian Oil & Gas Co. v. 
George F. Collins & Co. 157 Okla. 49, P.U.R. 
1932C, 267, 9 P. (2d) 438, 441; Huffaker 
% Fairfax (1925) 115 Okla. 73, 242 Pac. 254, 
256. 
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poration Commission to fix the rates 
exists even where the contract rate is 
agreed to as a consideration for the 
public utility's franchise. Durant v. 
Consumers’ Light & P. Co. (1918) 
71 Okla. 282, P.U.R.1919C, 46, 177 
Pac. 361. 

Where the Corporation Commis- 
sion has exercised its jurisdiction to 
make a general rate order, it may not 
exempt therefrom and leave in force 
a contract rate. 

In American Indian Oil & Gas Co. 
v. George F. Collins & Co. 157 Okla. 
49, P.U.R.1932C, 267, 272,9 P. (2d) 
438, 442, the court said: 

“There is thereby presented the 
question of whether or not the Cor- 
poration Commission could provide a 
schedule of rates to be charged for 
gas in the city of Poteau and vicinity 
and at the same time, by express 
order, leave in existence and control- 
ling a rate fixed by contract between 
the public utility and a consumer. 
Our answer thereto is that there is 
no such power in the Corporation 
Commission. The purpose of the 
legislation as stated in the decisions 
cited is to prevent such action and to 
require uniformity in rates to be 
charged by public utilities distributing 
and selling gas.” 

Section 3626, Okla. Stats. 1931 
(Chap. 10, § 1, Sess. Laws 1913), 
17 Okla. Stats. Ann. § 121 provides: 

“The Corporation Commission is 
hereby vested with the power of a 
court of record to determine: First, 
the amount of refund due in all cases 
where any public service corporation, 
person, or firm, as defined by the Con- 
stitution, charges an amount for any 
service rendered by such public serv- 
ice corporation, person, or firm in ex- 


cess of the lawful rate in force at the 
time such charge was made, or may 
thereafter be declared to be the legal 
rate which should have been applied to 
the service rendered; and, second, to 
whom the overcharge should be paid.” 
(Italics ours. ) 

In passing on the validity of § 3626, 
the supreme court of Oklahoma in 
Pioneer Teleph. & Teleg. Co. v. 
State (1914) 40 Okla. 417, 138 Pac. 
1033, 1034, said: 

“Section 1, Art. 7 (§ 186, Wil- 
liams’ Anno. Ed.), of the Constitution 
of this state, provides that: ‘The 
judicial power of this state shall be 
vested in the senate, sitting as a court 
of impeachment, a supreme court, 
district courts, county courts, courts 
of justices of the peace, municipal 
courts, and such other courts, Com- 
missions, or boards inferior to the su- 
preme court, as may be established by 
law.’ 

“The Corporation Commission, as 
created by Art. 9, is a body with, so 
far as the regulation of public service 
corporations is concerned, executive, 
judicial, and legislative powers. 

“By virtue of said § 1, Art. 7, and 
the provisions of Art. 9, the Corpora- 
tion Commission has authority to ex- 
ercise all of these powers with a view 
of carrying out the general purposes 
for which the Corporation Commis- 
sion was created, to wit, to regulate 
public service corporations and pro- 
vide against abuse, discrimination, 
and excessive charges and for the re- 
funds thereof. Anything that is in 
furtherance of that purpose is within 
the contemplated view of its creation 
and is not in violation of § 1, Art. 4, 
of the Constitution.” 

The trial court was of the opinion 
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that § 3626, supra, vested exclusive 
jurisdiction in the Corporation Com- 
mission to determine the amount, if 
any, which the Gas Corporation had 
charged the School District for gas 
furnished, in excess of the lawful 
rate or in excess of what the Corpora- 


tion Commission should declare to be 
the legal rate. 

While we have found no case dj- 
rectly in point the cases cited in the 
subjoined note tend to support the 
views of the trial court.® 

The judgment is affirmed, 





5In Smith v. Corporation Commission, 
101 Okla. 254, P.U.R.1924E, 783, 787, 225 
Pac. 708, 709, the Court said: 

“Tt has jurisdiction to supervise, regulate, 
and control public utilities in so far as their 
public duties are concerned, and to establish 
rates to be charged by them for a public 
service, and, if rates in excess of those estab- 
lished are collected, it has the authority to 
adjust controversies between the utility and 
the consumer by determining the amount of 
refund due the consumer, and to whom the 
same should be paid, and it may enforce the 
payment of such overcharge in the same man- 
ner that fines and penalties imposed by it 
are authorized to be collected by law, and, 
when such overcharge is collected, it shall be 
by the Commission paid to the parties to 
whom it is due.” 

See, also, St. Louis-S. F. R. Co. v. State 
(1921) 81 Okla. 298, 198 Pac. 73, 76; Mus- 
kogee Gas & E. Co. v. State, 86 Okla. 58, 
P.U.R.1922E, 514, 206 Pac. 242. 


It was held in Atchison, T. & S. F, R 
Co. v. State, 85 Okla. 223, P.U.R.1922D, 450, 
206 Pac. 236, 241, that under § 3626 (17 
Okla. Stats. Ann. § 121), supra, the Com- 
mission could fix the legal rate for past sery- 
ice and award a refund for the excess over 
such rate charged therefor. 

In Chicago, R. I. & P. R. Co. v. Brown 
(1924) 105 Okla. 133, P.U.R.1925C, 547, 
232 Pac. 43, it was held the Corporation 
Commission has exclusive jurisdiction to de- 
termine whether a rate charged for a serv- 
ice was reasonable and that a state district 
court is without jurisdiction to entertain an 
action to determine a reasonable charge for 
such service and to recover the amount 
charged in excess thereof. 

In St. Louis & S. F. R. Co. v. State 
(1925) 116 Okla. 95, P.U.R.1926E, 443, 244 
Pac. 440, in a refund case it was held the 
Corporation Commission had jurisdiction to 
determine which of two rates, was applicable. 





NEW HAMPSHIRE PUBLIC SERVICE COMMISSION 


Re Rules Relating to Tariffs and Forms 
of Contract or Agreement 


{I-4177, Order No. 3295.] 


Rates, § 234 — Tariffs — Rules and regulations. 
1. Utilities filing tariffs should be given definite instructions to govern the 
form and detail and instructions as to posting and filing suitable for present 
usage, in order to avoid ambiguous terms or doubtful application and appli- 
cation of rates which are not legal, p. 138. 

Rates, § 253 — Schedules — Form and detail. 
2. Tariffs on file with the Commission are the contracts between the utilities 
and the public and, as such, warrant careful preparation as to form and 
detail, notwithstanding the desirability of simplification, p. 139. 

Rates, § 253 — Schedules — Availability clauses — Electric service. 
3. The Commission favors the term “General Service” instead of the term 
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“Commercial,” with an availability clause making such rates all inclusive 
except for such services as are otherwise specifically provided for under 
different restrictive terms such as “Domestic,” p. 139. 


Service, § 176 — Extension rules. 


4. Every utility should file with the Commission, as a part of its general 
tariff, a rule setting forth the basis upon which line or main extensions 
will be made, so as to eliminate the opportunity for discrimination between 


prospective customers, p. 139. 


Rates, § 238 — Tariff of minimum charges — Line extensions. 
5. A tariff of minimum charges should be filed for each line extension, 
since such tariffs not only remove the need for contracts, but furnish the 
Commission with easily accessible information with which to handle com- 
plaints and follow the progress of such extensions, p. 139. 


[May 4, 1937.] 


; eee of proposed rules and regulations governing 

the preparation, filing, and publication of tariffs or schedules 

of rates, forms of contract, and rules and regulations relating to 
rates; rules and regulations adopted. 


APPEARANCES: For the Meriden 
Electric Light & Power Company, H. 
W. Chellis; for the White Mountain 
Power Companies: Alton Electric 
Light & Power Company, East And- 
over Light & Power Company, Good- 
tich Falls Electric Company, Hill 
Light & Power Company, Meredith 
Electric Light Company and Pemi- 
gewasset Electric Company, Burdette 
A. Johnson and Niles O. Jackson; 
for the New Hampshire Gas & Elec- 
tric Company and Derry Electric 
Company, F. W. Randall; for the 
Public Service Company of New 
Hampshire and Twin State Gas & 
Electric Company, Roger G. Moss- 
crop; for the New Hampshire Power 
Company, Paul Hatch; for the Con- 
necticut River Power Company, Bel- 
lows Falls Hydro-Electric Corpora- 
tion and Granite State Electric Com- 
pany, F. P. Jackson and Jesse E. 
Gray; for the Exeter & Hampton 
Electric Company and Concord Elec- 
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tric Company, F. S. Clifford; for the 
White Mountain Power Company, 
B. G. Sparks; for the Manchester 
Gas Company, Walter N. Africa; for 
the Claremont Gas Light Company, 
Charles S. Morgan; for the Concord 
Gas Company, A. J. Smith; for the 
Exeter Water Works Company, C. E. 
Waldron and George G. Bean; for 
the Pennichuck Water Works, Wil- 
liam F. Sullivan and Arthur Graves; 
for the Laconia Water Company, N. 
J. Harriman and A. C. Kinsman. 


Swain, Commissioner : 


Authority to Prescribe Rules Govern- 
ing Tariff Filing and Publication 
The authority of the Commission 
to prescribe rules governing the prep- 
aration, filing, and publication of tar- 
iffs or schedules of rates, forms of 
contract or agreement, and rules and 
regulations relating to rates is grant- 
ed by P. L. Chap. 242. 
Pursuant to this authority the Com- 
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mission issued its Order No. 15, No- 
vember 1, 1911, and Order No. 73, 
June 20, 1912. 


Need for Revision of Rules 


[1] The aforementioned orders 
in general recited the statute with 
certain instructions as to filing and 
posting, but contained no instructions 
as to form and detail. Under these 
orders, tariffs have been received on 
all sorts of stationery, printed, type- 
written, or in longhand. Many tariffs 
have failed to conform to the plain 
requirements of legal documents as to 
authoritative issuance. Many rates 
intended by the tariff maker to apply 
to a period of a month or a year have 
not been so limited by tariff. The ap- 
plication of rates has not always been 
clearly defined leaving their assess- 
ment and interpretation in many in- 
stances to the discretion of the bill- 
ing agent. 

Under the law no public utility is 
permitted to charge or receive a dif- 
ferent compensation for any service 
rendered than that fixed by the sched- 
ules on file with the Commission and 
in effect at the time such service is 
rendered. (P. L. Chap. 242, § 15.) 
The Commission is empowered to or- 
der reparation where it finds the 
charges assessed unjust or unreason- 
able and to order a refund of charges 
assessed in excess of those which 
would accrue under the applicable 
rate. Therefore, the Commission 
must act as the interpreter of the rates 
filed. (See P. L Chap. 238, § 27.) 

Certain well-defined principles gov- 
ern the matter of interpretation of 
rate schedules. Ambiguous terms or 
doubtful application are resolved 
against the tariff maker. Although 
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the cases of interpretation coming be- 
fore this Commission have been rela- 
tively few—the public generally ac. 
cepted the billing of the utility as cor- 
rect—a sufficient number have been 
before the Commission to indicate 
that the matter might result in serj- 
ous changes in revenue to both the 
public and the utilities. 

In various instances it has come to 
our attentio.. that rates are charged 
an entire class of customer clearly 
outside any of the service classifica- 
tions or availability clauses provided 
by the tariffs. Sometimes the inter- 
pretation is by analogy or by similar- 
ity of service characteristics. In the 
final analysis in some cases the serv- 
ice has been rendered with no legal 
rates applicable. 

Obviously, the deficiencies cited re- 
quire that the utilities filing tariffs be 
given definite instructions to govern 
the form and detail and revised in- 
structions as to posting and _ filing 
more suitable for present usage than 
the instructions given twenty-five 
years ago. Recognizing the need the 
Commission late in 1935 drafted a 
proposed set of rules to govern rate 
schedules. 


Revision of Proposed Rules 


Copies of the proposed rules were 
served on the electric, gas, and water 
utilities operating in the state setting 
the date for conferences for the pur- 
pose of consideration of the rules pro- 
posed and inviting criticism and sug- 


gestions. These conferences were 
held on November 20th, in the case 
of electric utilities, November 21st, 
gas utilities, and November 22nd for 
water utilities. Many minor changes 
were suggested, most of which have 


138 





RE RULES RELATING TO TARIFFS AND FORMS OF CONTRACT 


been incorporated in our final draft 
of the rules. The gas and water util- 
ities, aside from minor changes in 
wording, voiced no objections to the 
rules as originally proposed. 

[2] Certain of the electric utili- 
ties urged that the rules be made as 
simple as possible, and one utility 
suggested the use of the rules in effect 
in Massachusetts, and submitted cer- 
tain of its tariffs filed thereunder. 
However, such rules are very general 
in character and, in our opinion, 
would fail to change materially the 
situation which has existed hereto- 
fore. Satisfactory tariffs might be 
filed under such rules by some utili- 
ties, but the instruction and guidance 
which we believe necessary is lacking. 
It is our desire to make our rules as 
easily workable as is possible consist- 
ent with the ends we desire to 
achieve, and for this reason to issue 


rules in loose leaf form providing for 
easy alteration, modification, addition, 


cancellation, or other correction. 
Therefore, though sympathetic to the 
idea of simplification, we cannot at 
this time lessen the requirements set 
forth in the rules herein adopted. 
The tariffs on file with the Commis- 
sion are the contracts between the 
utilities and the public and, as such, 
warrant careful preparation as to 
form and detail. 

Since the conferences late in 1935, 
many of the utilities have filed tariffs 
in substantial compliance with the 
rules at that time proposed. The past 
year, without an order putting such 
tules in effect, has permitted a period 
for experiments which have not been 
without benefit to the public, the util- 
ities, and the Commission. A sub- 
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stantial improvement in the tariffs 
has been noted. 

[3] During the year the Commis- 
sion and many of the utilities have 
been seeking to find availability 
clauses which would more nearly de- 
scribe the service intended to be of- 
fered or by interpretation actually be- 
ing rendered, the public. As an il- 
lustration, the Commission and many 
utilities favor the term General Serv- 
ice instead of the term Commercial, 
with an availability clause making 
such rates all inclusive except for 
such services as are otherwise specific- 
ally provided for under different re- 
strictive terms, such as “Domestic.” 
Although the old Commercial rates 
were in many instances used to apply 
to all types of service not elsewhere 
specifically named in the tariff, such 
as schools, churches, charitable insti- 
tufions, and many other services, their 
designation as Commercial was, to 
say the least, far-fetched. This sit- 
uation appears to be capable of cor- 
rection by proper availability clauses 
under the designation “General Serv- 
ice.” 

It is not expected that perfection 
has been achieved by these rules, but 
we have made a start which promises 
to correct many of the situations 
heretofore existing. Further im- 
provement should come through years 
of actual usage. 


Extensions of Service 


[4, 5] The rules herein adopted 
provide that every utility shall file 
with the Commission as a part of its 
general tariff a rule setting forth the 
basis upon which line or main exten- 
sions will be made. The purpose of 
the rule is to eliminate the opportunity 
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for discrimination between prospec- 
tive customers which might be due 
to personal preferences or prejudices. 
With the tariff holding out to the 
public the basis on which extensions 
will be made, the public may demand, 
as a matter of right, any extension 
complying with the terms named. In 
anticipation of our requirement be- 
coming effective, virtually all of the 
electric utilities in recent months have 
filed in their tariffs rules covering line 
extensions which appear to be func- 
tioning to the benefit of the public. 

Heretofore extensions made which 
require a guaranteed minimum reve- 
nue have been handled by special 
contract. Ordinarily such contracts 
have been based on a monthly mini- 
mum higher than the minima provid- 
ed by the rates of general application. 
The law provides that such contracts 
be filed with this Commission, but the 
manner of handling has been far from 
satisfactory both from the viewpoint 
of the Commission and the public. 
Questions as to the effective or ter- 
minating dates of such contracts are 
constantly raised as is the matter of 
the amount of guaranties when a 
new customer takes service on a guar- 
anteed extension. In addition the ac- 
tual cost of line extensions has fre- 
quently been questioned. However, 
due to their large number, the filing 
of such contracts has presented diffi- 
culties. 

The rules herein adopted provide 
that a tariff of minimum charges be 
filed for each line extension. These 
tariffs, not only remove the need for 
contracts, but furnish the Commis- 
sion with easily accessible informa- 
tion with which to handle complaints 


and follow the progress of such ex-: 
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tensions, to an extent not hitherto 
possible. 


Contracts 


There further is provided rules 
governing the form and filing of con- 
tracts, at rates other than those of 
general application, including con- 
tracts between utilities. The method 
of handling heretofore has proven 
unsatisfacto~y in many instances both 
as to form and filing. We are of the 
opinion that these rules will remedy 
this situation. 


Conclusion 


In general we believe these rules 
will correct many of the deficiencies 
heretofore found to exist in the prep- 
aration, forth, and filing of tariffs 
and contracts. Changes will be made 
from time to time as they appear nec- 
essary or desirable. Our order will 
require that all tariffs or contracts 
hereafter filed comply with these 
rules. As previously stated, many 
tariffs and contracts now on file are 
in substantial compliance. For this 
reason we are not requiring the refil- 
ing of all tariffs and contracts at this 
time, but will by letter direct the refil- 
ing of such tariffs and contracts as we 
find, after investigation, to be unsat- 
isfactory under these rules. 

Smith and Barry, Commissioners, 
concurred. 


OrperR No. 3295 


Upon consideration of the forego- 
ing report, which is made a part here- 
of, it is 

Ordered, pursuant to P. L. Chap. 
242, that the rules and regulations set 
forth in the pamphlet entitled “Rules 


Applying to Utilities Supplying 
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Light, Heat, Power, or Water to the 
Public Governing the Construction, 
Filing, and Publication of Tariffs or 
Schedules of Rates, Forms of Con- 
tract or Agreement, and Rules and 
Regulations Relating to Rates,” 
which is hereby made a part of this 


order, are established and prescribed 
for use by said utilities; and it is 
Further ordered, that said rules 
and regulations shall become effective 
July 1, 1937, thereby revoking all 
previous orders of this Commission 
relating to the same subject matter. 
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Re Swift Moving & Storage Company 


[Application No. 1295-A, Decision No. 10347.] 


Certificates of convenience and necessity, § 141 — Transfer — Effect of dissolution 


of holder corporation. 


1. A certificate of convenience and necessity granted to a motor carrier 
corporation cannot lawfully be transferred to another after the corpora- 
tion has been dissolved, declared defunct by the secretary of state, and its 
operation under the certificate abandoned, p. 142. 


Certificates of convenience and necessity, § 152 — Grounds for revocation — Cor- 


porate dissolution. 


2. A certificate of convenience and necessity granted to a motor carrier 
corporation which had gone out of business and been declared defunct and 
inoperative by the secretary of state should be revoked because of abandon- 
ment of operations under the certificate and lack of capacity on the part 
of the corporation to operate, p. 142. 


[July 20, 1937.] 


| erengen to transfer certificate of convenience and neces- 
sity; application denied and certificate revoked. 


APPEARANCES: Marion F. Jones, 
Denver, for the applicants ; J. F. Row- 
an, Denver, for the Colorado Transfer 
& Warehousemen’s Association; Zene 
D. Bohrer, Denver, for The Motor 
Truck Common Carriers Association ; 
A. J. Fregeau, Denver, for Weicker 
Transportation Company. 


By the Commission: From the ap- 
plication filed herein the Swift Moving 
and Storage Company seeks authority 
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to transfer Certificate No. 339 to the 
Custard Coal and Timber Company, 
Inc. 

From the testimony given at the 
hearing it would appear that A. L. 
Mayer, a trustee for the stockholders 
of the Swift Moving and Storage 
Company desired authority to transfer 
said certificate to the Custard Coal and 
Timber Company. 

Mr. Rowan moved to have the ap- 
plication dismissed, for the reasons 
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that it failed to meet the requirements 
of Rule 4 of “Rules and Regulations 
Governing Motor Vehicle Carriers” in 
that the application did not contain a 
verified statement naming the consid- 
eration for the transfer, and setting 
forth the creditors, if any; that it did 
not meet the requirements of Rule 21; 
and that the application did not meet 
with the requirements of Rule 24, re- 
quiring the filing of reports, which 
motion was taken under advisement. 

R. J. Custard, president of the Cus- 
tard Coal and Timber Company, Inc., 
testified that the Articles of Incorpora- 
tion of his company was on file in Ap- 
plication No. 2422-PP which was 
made a part of the record; that in the 
event this transfer was granted his 
company desired to have their present 
permit B-989 canceled; that he had 
agreed to pay $500 for this certificate 
in the event of a transfer; that he had 
eight trucks, all being 1936 or 1937 
Chevrolets and Fords, valued at $10,- 
000, against which trucks there was an 
aggregate of $2,700, and in addition 
his yard and yard equipment, worth 
approximately $1,900, against which 
there were current bills of $900; and 
that he would take up the transferor’s 
obligations up to the sum of $500 and 
would assume and pay all obligations 
incurred in connection with the opera- 
tions conducted under Certificate No. 
339, since May 10th, and until a trans- 
fer is made, if authorized. 

Mr. Custard further testified that 
on May 10, 1937, he transferred to the 
Swift Moving and Storage Company 
one 1936 Chevrolet truck for which 
one Murray Ownbey, an insurance 
agent gave him $625 in cash; that he 
had not furnished money for transac- 


tion and didn’t know who did; that’ 
142 
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truck since transfer had been kept at 
Custard’s place of business, 3262 
Blake street ; that it has been operated 
by one of Custard’s drivers, Custard 
paying him for his services. 

[1, 2] L. A. Mayer, director of the 
Swift Moving and Storage Company, 
original holder of Certificate No. 339, 
testified that there were no outstanding 
unpaid obligations of the original 
Swift Moving and Storage Company, 
or the trustees of this company since 
its dissolution; that the company as 
such had done no business since 1933, 
having decided to go out of business 
on account of the depression and a 
lack of finances ; that the last directors 
were L. A. Mayer, Mabel Fay, and 
Catherine Mayer, L. A. Mayer being 
the owner of all the outstanding 
capital stock and the other two named 
directors being the holders of merely 
shares enough to qualify them; that 
before the dissolution of this company, 
the directors authorized L. A. Mayer 
by contract, signed by himself as 
president to himself as an individual, 
consideration $1, to dispose of Certi- 
ficate No. 339; that assets were con- 
verted into cash and all accounts 
settled in full during 1933, and that the 
company had had no business office 
since that time, except the present res- 
idence of L; A. Mayer, 400 Dexter 
street, Denver, Colorado; that since 
quitting business in 1933, on or about 
October 15, 1936, the Swift Moving 
and Storage Company was declared 
defunct and inoperative, by the secre- 
tary of state. 

Pursuant to the provision of § 83 
of Chap. 41, Anno. Stats. of Colorado, 
1935, that corporate life had not been 
revived; that Murray Ownbey, acting 
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agent for Swift Company, advanced 
$625 to buy a Chevrolet truck from 
Custard Coal and Timber Company, 
Inc., transferee herein, and arranged 
for the insurance and other things he 
considered necessary to place Certifi- 
cate No. 339 in good standing; that 
no business was transacted and no 
road tax had been paid during the 
years 1934, 1935, 1936, and 1937. 
Under our rules and regulations, 
where a corporation is the applicant 
for a certificate of public convenience 
and necessity, it must file a certified 
copy of its Articles of Incorporation, 
not only showing that it is authorized 
to, but is exercising its corporate rights 
and privileges and that, among its cor- 
porate rights and privileges, it is au- 
thorized to engage in a transportation 
business. Apparently applicants think 
that if applicant was qualified when it 
applied for and received certificate, its 


right to exercise and transfer the priv- 
ileges granted by certificate is not af- 


fected by its dissolution. In the in- 
stant case, the evidence disclosed that 
the corporation, as heretofore stated, 
“decided to go out of business’? and 
dissolve company ; that it was declared 
defunct ; that its corporate life has not 
been revived and it is not now qualified 
to carry on any business as a cor- 
poration under the law of the state of 
Colorado. Mr. Mayer, as a surviving 
director, was not authorized to carry 
on the business of the company or to 
revive the business. By arrangement 
with someone, Mr. Murray Ownbey is 
said to have paid $625 to transferee 
for an automobile to be registered in 
the name of a defunct corporation in 
order that insurance might be pro- 
cured thereon and filed with the Com- 
mission, to give the appearance of life 
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in and activity by a nonexistent cor- 
poration. 

In Re Schwank (1932) 9 (No. 18) 
Colo. P. U. C. 423, 425, the Commis- 
sion held that one to whom a certificate 
of convenience and necessity is issued 
has a duty, as well as a privilege, to 
perform and that if he has failed for 
a substantial time to operate under his 
certificate, he has nothing to transfer. 
The Commission said : 

“It has become elementary that one 
who is granted a certificate not only 
has a privilege but a duty, and a failure 
to perform that duty so far as cessa- 
tion of operation is concerned results 
in an abandonment of the certificate, 
warranting cancellation thereof by the 
Commission. 

“In Re Hart, 7 (No. 18) Colo. P. 
U. C. 776, P.U.R.1927E, 727, it was 
stated ‘that Hart has not operated as 
a common carrier over the particular 
lines in question for the past year.’ 
For that reason the Commission held 
that it was required to cancel the cer- 
tificate. To the same effect is Re Gisi 
(1930) 8 (No. 18) Colo. P. U. C. 
1532.” 


After careful consideration of the 
record herein, the Commission is of 
the opinion and finds that the applica- 
tion for transfer should be denied and 
that abandonment of operations under 
said certificate and lack of capacity on 
the part of Swift Transfer and Stor- 
age Company to operate, warrants a 
revocation of Certificate No. 339. 


ORDER 


It is therefore ordered, that author- 
ity to make the transfer herein as 
prayed, be and the same hereby is 
denied. 
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It is further ordered, that the cer- Application No. 1295, Decision No, Bohre 
tificate of public convenience and ne- 2163 (P. U. C. 339) should be ang sere 
cessity heretofore issued to Swift the same hereby is canceled and re. Weiel 


Moving & Storage Company, Inc. in voked and held for naught. - 
cantil 
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Re John Shull, Doing Business As 
Shull Truck Line 


[Case No. 2006, Decision No. 10342. ] 


Certificates of convenience and necessity, § 155 — Revocation — Effect of property 
transfer. 

1. The fact that a person has arranged to purchase carrier permits and has 
advanced money to the holder of the permits and become identified with 
the operation of the carrier without authority of the Commission and is 
apparently operating the line, without supervision or connection of the 
permit holder, cannot be considered by the Commission in disposing of an 
application for rehearing on an order revoking the permits, p. 145. 


Certificates of convenience and necessity, § 137 — Unauthorized transfer — Rights 
of transferee. 

2. One who has acquired an interest in the property of a motor carrier 
operating under a permit should not part with his money until the transfer 
is authorized ; his operation under the permit without prior permission and 
authority of the Commission is unlawful and he should not be allowed to 
predicate a claim of right to or request for relief from the Commission 
upon such unlawful operation, where the operating authority has been re- 
voked because of unlawful practices of the permit holder, p. 145. 


Procedure, § 33 — Rehearing — Sufficiency of petition. 
3. A motion that an application for rehearing be stricken from the files was 
well taken where urged on the ground that no matters were set forth where- 
in the Commission had erred as a matter of law, that the application had not 
been filed within the time or in the form required by the Public Utilities 
Act, and that the applicant had failed to recite any reasons why the applicant 
considered the decision or order of the Commission unlawful, p. 145. 


[July 16, 1937.] 


f , igeoncosinged for rehearing in proceeding wherein motor 
carrier permits had been revoked by Commission; re- 
hearing denied. 


¥ 


APPEARANCES: Marion F. Jones, Denver, for Robert Colman, d/b/a 
Denver, for applicant; T. A. White, Colman Freight Service; Zene D. 
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Bohrer, Denver, for Colman Freight 
Service; A. J. Fregeau, Denver, for 
Weicker Transportation Company; 
John F. Rogers, for J. S. Brown Mer- 
cantile Company. 


3y the Commission: On Decem- 
ber 21, 1936, Decision No. 9134, the 
above-styled matter, the Commission, 
on its own motion, directed that a com- 
plaint be instituted against respondent, 
John Shull, for violating the rules and 
regulations of the Commission govern- 
ing private carriers by motor vehicle 
by failing to account for C.O.D. ship- 
ments received and collected by him, 
as provided by Rule 25, Rules and 
Regulations of the Commission, effec- 
tive September 1, 1936, and requiring 
him to show cause within ten days 
from the date thereof, if any be had, 
why said permit should not be re- 
voked or suspended on account of the 
aforesaid violations. 

On May 13, 1937, Decision No. 
9984, said respondent having admitted 
the allegations contained in the afore- 
said decision, No. 9134, the Commis- 
sion, after considering the matters of- 
fered by him in mitigation at the hear- 
ing, revoked said Permits Nos. A-630 
and A-839, 

[1-3] On May 24, 1937, Marion F. 
Jones, as attorney, filed application for 
rehearing on behalf of respondent and 
Mr. J. A. Schaeffer, alleging as ground 
for rehearing, “that Commission had 
overlooked the fact that respondent 
was a victim of circumstances” ; that 
“the punishment inflicted is unusual 
and without precedent” ; and that “the 
respondent made every endeavor to 
pay said C.O.D.s and has paid a 
Majority of the amount involved.” 
And further, that one J. A. Schaeffer, 
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about March 1, 1937, entered the em- 
ploy of the respondent as manager 
and about the middle of April, 1937, 
arranged to purchase said Permits 
A-630 and A-839 from said Shull 
and had advanced some moneys to 
Shull, had paid some of the C.O.D.s 
and had paid Shull $125 for his equity 
in the line and since that time had 
managed and operated the Shull Truck 
Line; that said Schaeffer would lose 
some money if said permits were not 
reinstated and transfer thereof allowed 
to Schaeffer, as prayed for in the ap- 
plication filed by said Shull and 
Schaeffer for said transfer and some 
creditors might fail to receive their 
C.O.D. returns and that the town of 
Climax would be without freight serv- 
ice by truck. 

The matter was set for argument 
upon application for rehearing on 
Jurte 2, 1937, and argued on said date. 

Prior to the commencement of ar- 
gument, the Colman Freight Service, 
by its attorney, moved that said ap- 
plication for rehearing be stricken 
from the files chiefly because no mat- 
ters were set forth wherein the 
Commission had erred as a matter of 
law and because said application had 
not been filed within the time nor in 
the form required by § 51 of the Pub- 
lic Utilities Act, and that applicant 
therein failed to recite any reasons 
why applicant considered the decision 
or order of the Commission unlawful. 
Thereupon, counsel for Schaeffer 
(and Shull) waived that part of ap- 
plication for rehearing which involved 
Permit No. A—839 and asked that re- 
hearing be had upon the question of 
reinstating Permit No. A—630 limited 
to service between Denver, Leadville, 
and Climax, his argument in support 
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thereof being addressed particularly to 
the inconvenience and loss of money 
that might be entailed by said Schaef- 
fer, should said request be denied and 
transfer of said permit not allowed, 
he stating that if Shull were here and 
alone affected by order, counsel might 
not be disposed to urge that the order 
be set aside (apparently recognizing 
the probable justice of Commission’s 
order as applied to Shull) but, in his 
opinion, Schaeffer and the C.O.D. 
creditors of Shull should not lose. 

Counsel for protestants and inter- 
veners contended that the matters 
urged by counsel for Shull and Schaef- 
fer could not properly be considered 
by the Commission ; that Schaeffer and 
C.O.D. customers were not properly 
or otherwise parties to the proceedings 
instituted by the Commission to cancel 
the permits. There was a clear viola- 
tion of rule of the Commission that the 
failure to keep C.O.D. collections in a 
separate fund and remit therefor with- 
in five days after the delivery of a 
shipment. 

It would seem clear that the fact 
that Mr. Schaeffer has become identi- 
fied with the operations of the Shull 
Line without authority of the Com- 
mission, since April, 1937, and ap- 
parently is operating it as his, without 
supervision or connection of Shell, 
cannot be considered by the Commis- 
sion in disposing of the application 
for rehearing. Rule 7 of the Com- 
mission, effective September 1, 1936, 
provides that: 

“No private carrier by motor ve- 
hicle shall sell, assign, lease, encumber, 
or transfer his or its permit unless and 
until application has been made to and 
authority obtained from the Commis- 
sion to so do.” 


20 P.U.R.(N.S.) 


Application for transfer was filed 
on April 20, 1937; transferee should 
not have parted with his money until 
the transfer was authorized and his 
operations under the permits without 
prior permission and authority of the 
Commission was unlawful and we do 
not believe that he should be allowed 
to predicate his claim of right to or 
request for relief from the Commis- 
sion upon such unlawful operation. 

Counsel is in error in stating that 
we overlooked the fact that respondent 
was a victim of circumstances and fail- 
ure to account for or pay over C.O.D.s 
was due to acts of a trusted employee. 
It is true that applicant so contended 
at the hearing. But, it is also true 
that the Commission considered his 
claim. The Commission said: 

“It does not seem possible that any 
reasonably careful man would so con- 
duct his business as to allow numerous 
C.O.D. accounts to be held months 
without knowing something about it, 
especially so since Rule 25 of the Rules 
and Regulations of the Commission, 
which specifically provides that C.O.D. 
funds be kept in a separate fund and 
remittances made therefor within five 
days after the delivery of a shipment, 
is so easily understood. 

“The record and the testimony show 
a flagrant violation of the rules of the 
Commission and cannot be explained 
away by expressions of good inten- 
tions and overconfidence in an em- 
ployee.” 

We also believe it evident that the 
petition for rehearing is not legally 
sufficient to justify granting a rehear- 
ing and that the motion of counsel for 
Colman Truck Line, in which other 
protestants and interveners joined, 


was well taken. 
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‘After careful consideration of the tained, the Commission is of the opin- 
petition, as filed, and each and every ion and finds that said petition for re- 
allegation and statement therein con- hearing should be denied. 





PENNSYLVANIA SUPERIOR COURT 


Francis Hatmaker, Doing Business As 


Leader Telephone Company 


Public Service Commission 


(— Pa. Super. Ct. —, 193 Atl. 123.) 


Appeal and review, § 44 — Commission decisions — Certificate to competing 
company. 
1, An order of the Public Service Commission granting to a telephone 
company the right to furnish service in a designated area, over the objec- 
tion of another telephone company, relates to an administrative matter such 
as an appellate court will not reverse unless a clear and manifest abuse of 
discretion appears or the order is not in conformity with law, p. 148. 
Consolidation, merger, and sale, § 10 — Powers of Commission — Compulsory 
merger. 
2. The Commission has no power to compel a merger of telephone com- 
panies although such merger might be to the general advantage of the 
patrons, p. 148. 
Certificates of convenience and necessity, § 85 — Grounds for denial — Unauthor- 
ized operation — Objection by competitor. 
3. The Commission acted neither unreasonably nor contrary to law in ap- 
proving an application by the operator of a telephone line for a certificate 
of convenience and necessity to operate in territory where she had been 
operating for several years without authority, where an objector to such 
grant of authority, appealing from the order of the Commission, had 
himself illegally operated for many years and had himself helped to organ- 
ize the rival line, p. 149. 
[July 15, 1937.] 


Aree. from Commission order approving the operation of 
a telephone line; appeal dismissed and order affirmed. For 
Commission decision, see 15 P.U.R.(N.S.) 407. 


* 


Argued before Keller, P. J., and APPEARANCES: Frank Slattery, Jr., 
Cunningham, Baldrige, Stadtfeld, and Stephen Teller, both of Wilkes- 
Parker, James, and Rhodes, JJ. Barre, for appellant; Harry H. Frank 
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and John C. Kelley, Legal Assistants, 
both of Harrisburg, Samuel Graff 
Miller, of Harrisburg, Assistant 
Counsel, and Edward Knuff, of 
Ebensburg, Counsel, for appellee. 


Per CurtaM: [1] The order of the 
Commission appealed from relates to 
an administrative matter, such as an 
appellate court will not reverse unless 
a clear and manifest abuse of discre- 
tion appears or the order is not in con- 
formity with law. Neither ground for 
reversal is present in this case. 

Suscon Telephone Company has 
been furnishing telephone service to 
a small number of patrons in Pittston 
township, Luzerne county, since 1915, 
as a service telephone line connected 
with the Bell Telephone Company of 
Pennsylvania at its Pittston switch- 
board. 

Francis Hatmaker, who was one of 


the organizers of the Suscon Tele- 
phone Company, has, since 1919, been 
operating in Pittston township a com- 
peting service telephone line under the 
name of the Leader Telephone Com- 


pany. It, too, is connected with the 
Bell Telephone Company’s switch- 
board at Pittston. Through the Bell 
switchboard the subscribers of each 
service line can talk to the subscribers 
of the other. Neither company, until 
very recently, had applied for or se- 
cured from the Public Service Com- 
mission a certificate of public conveni- 
ence authorizing it to operate a tele- 
phone line, but Suscon Telephone 
Company, since 1918, has filed with 
the Commission its tariff or schedule 
of rates. 

In 1934, Hatmaker applied to the 
Commission for a certificate of public 
convenience evidencing its approval of 
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the telephone service which he had 
been rendering illegally since 1919. 
Mrs. John P.. Burke (Edna Web} 
Burke), who is now the owner and 
operator of Suscon Telephone Com- 
pany, appeared but did not contest the 
application, and it was granted. 

In 1936, Hatmaker filed a complaint 
with the Commission that Mrs. Burke, 
trading as Suscon Telephone Com. 
pany, was ilegally furnishing tele. 
phone service, without having ob- 
tained the approval of the Commis- 
sion, and was charging less than the 
scheduled rate; whereupon the re 
spondent appeared and denied any vio- 
lation of law, but admitted furnishing 
telephone service as above, without a 
certificate of public convenience, not 
being aware that it was necessary. At 
the same time she applied to the Com- 
mission for a certificate of public con- 
venience evidencing its approval of the 
telephone service she had been render- 
ing since 1915. 

The Commission found that the 
respondent had not been charging less 
than the scheduled rate, sustained the 
complaint in so far as it related to the 
illegal operation as a public service 
company, but approved the application 
of Mrs. Burke, trading and doing 
business as Suscon Telephone Com- 
pany, for the right to furnish telephone 
service in the area described in her 
amended application, as necessary for 
the service, accommodation, and con- 
venience of the public. 

From the order approving this ap- 
plication, Hatmaker appealed. 

[2] It may well be that it would be 
to the general advantage of the patrons 
of these two small service lines—the 


: complainant has eleven subscribers and 
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the respondent ten—if they were 
merged into one company, but the 
Public Service Company Law (66 PS, 
§ 471 et seq.) gives the Commission 
no power to compel such a merger; it 
has authority only to approve a merger 
when agreed upon by the parties. 

[3] On the other hand, the circum- 
stances are not such as to require the 
Commission to work the practical con- 
fiscation of the one by the other. 
Citizens Mut. Teleph. & Teleg. Co. v. 
Public Service Commission, 93 Pa. 
Super. Ct. 373, 377, P.U.R.1928D, 
578; Harmony Electric Co. v. Public 
Service Commission (1922) 78 Pa. 
Super. Ct. 271, 282. An appellant, 
who himself illegally operated a tele- 
phone service line for fifteen years, is 
in no position to ask very rigorous 
treatment of a rival line, which he him- 


self helped to organize, conducting a 
similar service for a longer period, 
when it seeks to validate its operation. 
It is probable that, at the outset, 
neither one understood that the tele- 
phone service it was conducting re- 
quired a certificate of approval from 
the Commission. The fact that the 
appellant acted two years before the 
respondent in securing such approval 
did not constitute the latter an outlaw, 
whose business could be confiscated. 
Certainly the Commission acted nei- 
ther unreasonably nor contrary to law 
in validating the rendering of service 
as it has existed for over twenty years. 
We have confined our discussion to 
the only question raised in the appel- 
lant’s statement of questions involved. 
The appeal is dismissed and the 
order of the Commission is affirmed. 
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Carter K. Henry 


Penn Central Light & Power Company 


[Complaint Docket No. 11375.] 


Payment, § 47 — Service denial to enforce — Effect of deposit. 
A public utility company has the right to discontinue service for nonpayment 
of a monthly bill although it has in its possession a deposit by the customer 
in excess of the amount of the bill, where the company’s tariff provides 
that it may discontinue service in case of nonpayment of a bill and that 
a deposit can be appled only to a final billing after service is discontinued. 


[August 2, 1937.] 


Oye: against discontinuance of service for nonpayment 


of a bill; dismissed. 
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By the Commission: The grava- 
men of this complaint is that re- 
spondent, Penn Central Light & 
Power Company, unreasonably dis- 
continued electric service to complain- 
ant’s residence near Hollidaysburg 
for nonpayment of a bill for previ- 
ously rendered service. Complainant 
alleges that said discontinuance was 
unreasonable because at the time 
thereof respondent had in its posses- 
sion a deposit by complainant greater 
in amount than the unpaid bill, which 
was intended to guarantee all com- 
plainant’s unpaid bills, but which de- 
posit was not applied to the instant 
bill by respondent before disconnect- 
ing service. 

At the hearing in the case, held 
July 28, 1937, complainant admitted 
that at the time when service was dis- 
continued, namely, April 13, 1937, he 
had not paid respondent the last 
monthly bill rendered March 13, 
1937, amounting to $2.79 ; that he had 
been given ample notice of respond- 
ent’s intention to disconnect unless 
payment of the bill was made; that 
the amount of the bill was not in dis- 
pute. 


A representative of respondent 
company admitted possession of a de. 
posit by complainant amounting to $5, 
but stated that the deposit, as provid- 
ed by the rules and regulations of the 
company, was intended to guarantee 
only unpaid final bills of consumers, 
and could not be applied to unpaid 
current bills. He testified further 
that service to complainant was dis- 
continued for a period of three hours 
and was then resumed upon payment 
by complainant of the bill rendered 
March 13, 1937. 

The tariff of respondent in effect 
at the time of this occurrence provid- 
ed that respondent could discontinue 
its service in case of nonpayment of 
a bill, and that a deposit could be ap- 
plied by respondent only to a final 
billing, after service was discontinued. 

In view of the above the Commis- 
sion finds that respondent has acted 
reasonably, under the circumstances 
disclosed by the record, in refusing 
to continue to serve complainant ex- 
cept upon terms which it was satis- 
fied would protect it and the other 
customers of its service. 





INDIANA PUBLIC SERVICE COMMISSION 


Re House Trucking 


[No. 685-B-2.] 
Monopoly and competition, § 40 — Grounds for disapproving competition — Rate 


cutting. 


Granting authority to operate motor vehicles as a contract carrier is not in 
the public interest when the rates which the applicant proposes to charge 
do not bear a reasonable relationship to the rates of common carriers for 
substantially the same service and such rates would give advantage or pref- 
erence to the applicant in competition with common carriers. 


° {July 9, 1937.] 
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RE HOUSE TRUCKING 


F  geene pice for permit to operate motor vehicles as a con- 


tract carrier; denied. 


AppEARANCES: H. A. Hollopeter, 
Terre Haute, for petitioner; J. A. 
Van Osdol, Anderson, I. R. R.; 
Bowman Elder, Receiver, I. S. C.: 
Public Service Co. of Indiana, Bow- 
man Elder, Receiver, Lessee; O. R. 
Livinghouse, Attorney, Indianapolis, 
N. Y. C. & St. L. R. R. et al., for 
protestants. 


By the Commission, Stuckey, Ex- 
aminer : 

On the 13th day of April, 1937, 
House Trucking, 927 Poplar street, 
Terre Haute, Indiana, filed a verified 
application with the Public Service 
Commission for a permit to operate 
motor vehicles as a contract carrier 
of beer and beer containers, intra- 


state, over and upon the following 
routes, to wit: 

All highways and to all cities and 
towns in Indiana. 


Pursuant to notice published in 
The Hoosier Sentinel, and The Ir- 
vington Review and Irvingtonian, 
two newspapers of general circula- 
tion printed and published in Indian- 
dépolis, Marion county, Indiana, and 
notice of the time and place of said 
hearing, given by the Commission in 
accordance with the provisions of § 
7, Chap. 287 of the Acts of the 1935 
general assembly of the state of In- 
diana, more than ten days prior to the 
date of hearing, said cause was heard 
in the rooms of the Commission, 401 
State House, Indianapolis, Indiana, 
at9 aA. M., Wednesday, May 26, 1937, 
with appearances as above noted. 

The evidence in this cause shows 


¥ 
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that the applicant proposes to trans- 
port beer and beer containers for the 
Terre Haute Brewing Company 
throughout the state of Indiana. 

The evidence further shows that 
the applicant has been and is engaged 
in such operations over certain desig- 
nated authorized routes; that said 
shipper has been, is, and will continue 
operating its own equipment consist- 
ing of six trucks, whether or not this 
application is granted; that said ship- 
per has set up and prescribed rates 
for the proposed operation; that said 
rates are from 3 to 5 cents per 
hundred pounds less on beer and from 
2 to 3 cents per hundred pounds 
less on empty containers than com- 
mon carrier rates. 

The evidence further shows that 
the shipper will add necessary truck- 
ing equipment to meet its growing 
needs unless it can obtain said trans- 
portation service at the proposed 
rates. 

The Commission, having consid- 
ered the evidence, now finds that the 
rates which the applicant proposes to 
charge or receive for the proposed 
service do not bear a reasonable rela- 
tionship to the rates of common car- 
riers for substantially the same serv- 
ice and that said proposed rates 
would give advantage or preference 
to the applicant in competition with 
common carriers. 

The Commission further finds that 
to grant the application would be giv- 
ing approval to the cutting of rates as 
is proposed by the applicant and ship- 
20 P.U.R.(N.S.) 
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per; that to grant the application 
would not be in the public interest; 
that a permit to operate motor vehi- 


cles as a contract carrier of beer and 
beer containers, intrastate, should be 
denied, and it will be so ordered. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re General Order No. 28 


[Supplement No. 1.] 


Monopoly and competition, § 54.1 — Codperative associations — Filing of maps. 
Codperative associations organized to furnish light or power to stockholders 
or members on a nonprofit basis, under a statute restricting construction 
by electric companies where such an association has filed a map and state- 
ment as to area to be included in the project, should file a copy of such a 
map with any public utility serving the area with light or power. 

[August 17, 1937.] 


pice ORDER relating to filing of map of proposed terri- 
tory to be served by a codperative association. 


By the Commission: Section 418, 
Art. IV, of the Public Utility Law 
provides that, “If a bona fide codpera- 
tive association has been organized to 
furnish light or power service to its 
stockholders or members only on a 
nonprofit basis, and has filed with the 
Commission a map of the territory to 
be served by such association and a 
statement verified by oath or affirma- 
tion showing that a majority of the 
prospective customers in the area are 
included in the project, no public util- 
ity shall begin the construction or in- 
stallation of any new plant or system, 
or the construction or installation of 
any extension, improvement, or addi- 
tion to its existing plant or system for 
furnishing light or power service 
within said territory until the expira- 
tion of six months from the date of 


filing of such map and _ statement. 

In order to prevent unnecessary con- 
flict of interests, and to avoid com- 
plications productive of delay, the 
Commission is of opinion that a copy 
of the map of the territory to be served 
by the codperative association should 
be filed with any public utility serving 
the area with light or power; there- 
fore, 

Now, to wit, August 17, 1937, it is 
ordered: That any codperative asso- 
ciation filing a map of its proposed 
territory with the Commission under 
the provisions of § 418, Art. IV of 
the Public Utility Law, shall at the 
same time file a copy of such map with 
every utility rendering light or power 
service within the territory to be 
served by such association. 
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Industrial Progress 





Commonwealth Edison Plans 
Unit for Northwest Station 


HE Commonwealth Edison Company, 

Chicago, is planning the installation of a 
50,000 kw, 1,200-lb. generating unit with ac- 
companying boiler installation at its North- 
west Station, according to a recent announce- 
ment. The new equipment is to be operated 
as a topping unit on the 225-lb. turbines now 
in service in that station. It is expected that 
the installation will be ready for service some- 
time in 1939. 


International Harvester Moves 
General Offices 


[asses Harvester Company an- 
nounces removal of its general offices to 
the new Harvester Building, 180 North Mich- 
igan Avenue, Chicago, Illinois. 

All business of the general offices will be 
handled from the new address, and all mail 
for the Company should be directed accord- 
ingly. The new location is at the southwest 
corner of Michigan Avenue and Lake Street, 
exactly nine blocks north of the old Harves- 
ter Building, which the Company has’ occu- 
pied since 1907. 


Record Set in Sales of 
Electric Appliances 


atte of household electric appli- 
ances has not only made up all depres- 
sion losses but is forging ahead to establish 
new production records, according to The 
Index of the New York Trust Company. 
“During the present year, the expanding 
production and increased sale of electrical ap- 
pliances which characterized the industry dur- 
ing 1936,” The Index says, “have proceeded 
at, if anything, an accelerated rate. During 
the first seven months of 1937, as reported to 
the National Electrical Manufacturers Asso- 
ciation, representing 92 per cent of the indus- 
try, sales of refrigerators totalled 1,867,000 
units, a gain of 17 per cent over the total of 
— units in the comparable period of 
“For the first six months of the year, sales 
of electric washers showed an increase from 
761,000 to 852,000. Unit sales of electric 
ranges for a group of twelve manufacturers 
were up from 158,000 to 226,000 in the same 
period, their value rising from $10,938,000 to 
$16,034,000 ; water heater sales for another 
group of manufacturers showed a gain of 48 
per cent in number and 51 per cent in value, 
and sales of floor vacuum cleaners increased 
27 per cent and 25 per cent in value, while 


corresponding figures for hand vacuum clean- 
crs were 48 per cent and 47 per cent. 

“With the saturation point for the greater 
number of appliances still far off, especially 
chose in more expensive categories, this im- 
provement should continue.” 


Outdoor Cable Terminator 


ELTA-STAR Electric Company, Chicago, II- 
linois, announce that they have developed 

«a new improved type cable terminator. 
This three-conductor-Terminator (shown 
in accompanying illustration) used on 27 


Ea 


Three-Conductor Terminator 


K.V., 500 amp. cable, is rated 34.5 K.V. and 
has 18” striking distance between phases at 
the porcelain bushings. 

The body is of high strength aluminum al- 
loy, so designed that the amount of filling 
compound is a minimum giving low shrinkage 
effect. 

The separately mounted wet process porce- 
lain bushings permit field replacement with- 
out disturbing other bushings. Cemented 
joints are absent and no current is carried 
through threaded joints. 

Vacuum and water tight they may be oil or 
compound filled. An inverted type wiping 
sleeve entrance is supplied permitting the use 
of a wiped cable joint with the Terminator 
mounted on conduit. 


Link-Belt Issues Booklet on 
Radiostat Stoker-Control 


6 ans Link-Belt Stoker Division has issued 
a new folder No. 1518-A describing the 
Radiostat, an electronic temperature control 
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for stoker installations in hotels, apartment 
and office buildings, and other locations 
where the ordinary type of thermostatic con- 
trol is not practical. 

The Radiostat achieves uniformity of tem- 
perature by balancing three different elements 
in its control of stoker operation. These are 
outside temperature, return line temperature 
and boiler pressure. Savings up to 20 per 
cent in the use of steam, in addition to savings 
on fuel cost up to 40 per cent, are being ef- 
fected by Radiostat installations. 

A copy of Folder 1518-A will be sent upon 
request addressed to Link-Belt Company, 2410 
West 18th Street, Chicago. 


Burroughs Calculator with 
Direct Subtraction 


uRRoUGHS Adding Machine Company an-- 


nounces an entirely new calculator de- 
velopment—direct subtraction—now available 
or the Electric Duplex Calculator. 

This new machine not only accumulates a 
grand total of individual or group totals, mak- 
ing recapping unnecessary, but with the direct 
subtraction feature it is easy to deduct amounts 
directly from the grand total by merely touch- 
ing a key, according to the manufacturer. 

There is a wide variety of time-saving 
uses for this unique Burroughs Calculator. In 
preparing invoices, extensions are automatic- 
ally accumulated to provide a total without 
re-adding, and discounts are deducted directly 
from the grand total without the use of com- 
plementary numbers. The machine also greatly 
simplifies such figuring jobs as payroll, inven- 
tory, requisitions, cost figuring, sales analysis, 
statistics, etc. 


Moving Millions 


Mux millions of people in our cities 
with modern electrical transportation 
equipment provides the material for an inter- 
esting and entertaining sound motion picture 
that has been filmed by the General Electric 
Company. Designed to appeal primarily to 


transit operators, power companies, city 
officials, and security-holders, the new 55 min- 
ute film shows how the use of modern elec- 
tric vehicles has enabled transit companies in 
many different parts of the United States to 
increase their revenues during the past four 
or five years. 

Modern trolley coaches, gas-electric and 
Diesel-electric buses, all-service vehicles, 
rapid-transit cars, and President’s Conference 
cars are featured in the film which shows 
their use in 24 cities. Local-color scenes of 
each city, and quick shots of how its progress 
has been influenced by the use of electricity, 
are followed by a display of the modern elec- 
tric transportation used in that locality. Ef- 
forts of transit companies to merchandise in- 
expensive and comfortable rides in order to 


make customers of automobile users are also ’ 


shown. 
The film had its premiere showing at the 
recent American Transit Convention at White 
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Sulphur Springs, W. Va., where it was pre- 
sented before more than 1000 transit execu- 
tives from all parts of the country. 


Service Manual Provides 
Vital Data 


AS entirely new Clarostat Service Manual 
is announced by Clarostat Manufactur- 
ing Co., Inc., 285-7 N. Sixth St., Brooklyn, 
N. ¥: ‘Containing well over 200 pages, this 
handy pocket-sized manual should prove to be 
of great value to the servicemen. It provides 
the extensive listings of exact-duplicate and 
standard volume controls and _ resistor-tube 
replacements for all standard types of sets, 
as well as circvit diagrams, servicing hints, 
ballast data, attenuator data, and other valu. 
able information. The compilation has been 
under way for many months. Clarostat engi- 
neers have contacted set manufacturers and 
reviewed all existing service manuals, data 
sheets and other sources. 

A copy of the manual may be secured by 
any serviceman, without charge, by writing 
on his business stationery, or asking his local 
jobber. 


I. B. M. Factory Training 
School at Endicott, N. Y. 


NTERNATIONAL Business Machines Corpora- 

tion has started its Factory Training 
School for employees at its main plant in 
Endicott, N. Y., with 1,650 enrollments in 30 
different courses, according to a recent an- 
nouncement. This is the greatest enrollment 
and the largest number of courses in the his- 
tory of the educational department, which was 
organized by Thomas J. Watson soon after 
he became president of the company in 1914. 
There are approximately 4,000 employees in 
the Endicott plant. Enrollment is voluntary; 
the courses are given without charge and all 
lesson material is furnished by the company, 
which also maintains a very complete refer- 
ence library for the use of the students. 

The courses given in the school include 
blueprint reading, shop practice, two courses 
in shop mathematics, three courses in elec- 
tricity, motion economy, measuring instru- 
ments, milling practice, heat treatment, drill- 
ing practice, three courses in mechanical and 
electrical principles, elements of mechanism, 
a four-year course in manufacturing analysis, 
tabulating machine assembly, time-recording 
assembly, a three-year background course in 
mechanical and electrical principles of tabu- 
lating machine equipment, first aid, business 
English and letter writing, a three-year 
course in accounting, practical English, i 
dustrial organization, effective speaking, 4 
supervisors’ course, and a basic course on 
the operation and application of the. company’s 
products, which include electric bookkeeping 
and accounting machines, time recording de- 
vices and systems, all-electric writing ma- 
chines and industrial scales. 

The educational department in the com- 
pany’s schoolhouse at Endicott is the head- 
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quarters for the employee educational sys- 
tem which covers its worldwide organization 
through extension courses and each year 
gives some form of instruction to approxi- 
mately one-quarter of the company’s more 
than, nine thousand employees. The purpose 
of the educational work, according to Dr. 
Garland B. Briggs, dean of IBM schools, is 
to aid those employees who desire to further 
their education and prepare themselves for 
positions of greater responsibility. 


“Customers’ Records” 


20-page booklet, 84 by 11 inches, describ- 

ing various methods of keeping cus- 

tomers’ records, has been published by the 

National Cash Register Company, Dayton, 

Ohio. The Unit Plan and the Dual Plan as 

used in machine bookkeeping are illustrated 
and described in detail. 

National typewriting-bookkeeping machines 
and posting machines, which have been devel- 
oped to fit the various methods of posting, 
are pictured and their operation explained. 

A large broadside folder, recently issued by 
the National Company also illustrates and 
describes 19 accounting and bookkeeping ma- 
chines built for specific jobs, including bill- 
ing, checkwriting and signing machines used 
in public utility work. 

Copies of both booklets may be obtained 
from the National Cash Register Company, 
Dayton, Ohio. 


Rubber Bladed Fan Patent 
Granted Samson-United 


u. s. Patent Office grant, covering the 

manufacture of rubber and_ flexible 
bladed fans, recently was awarded A. O. 
Samuels, President of Samson-United Cor- 
poration, Rochester, New York, vesting 
manufacturing rights for a period of seven- 
teen years. 

For several years Mr. Samuels experi- 
mented with canvas, paper, and other flexible 
substances. Finally, both hazards and injuries, 
as well as noise, were eliminated in one stroke 
with the development of the soft rubber blade 
that moved as much air as ordinary fans, by 
actual laboratory test. 

A radically different change from the first 
electric fan introduced by Dr. Schuyler S. 
Wheeler, of Ampere, N. J. in 1886, the rub- 
ber bladed fan was placed on the market in 
the spring of 1936. 

Insurance companies and other agencies 
campaigning for greater safety in home and 
office, have hailed it as a marked advance, 
according to the manufacturer. Besides, the 
fan has had widespread public acceptance 
among motorists for defrosting windshields 
in winter and air-cooling cars in summer. 

Because of its revolutionary nature, the 
rubber-bladed fan bids fair to vitally change 
the various methods of electric fan manufac- 


ture. Business Week only recently had this’ 


to say, “Sales this year of all type fans are 
expected to top the 1929 volume. Even higher- 
priced fans are finding a market, and_ the 
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gests that these will constitute about hal 


? 


growing interest in rubber blade fans 
f the 


sales next season.’ 
Special arrangements to license other many. 
facturers under his patents may soon be m; Re 
Mr. Samuels said in commenting on the pate 
award. a 


Plans New Generating Unit 4 


|= Iowa Public Service Company ig _ 
planning a $23,000 plant improvement 
program, according to a recent announcement, 
This will involve the installation of a new 
generating set and a motor-driven circulating | 
pump for hot water heating system. 


Kansas Gas & Electric to 
Build New Plant 


i - Gas & Electric Company has an- 
nounced an expansion program whereby 
a 20,000-kw. plant will be built to add to the 
capacity of the two plants already operated in 
eastern Kansas. The new plant will be located 
at the north edge of Wichita. A 40-acre tract 
of land on the Little Arkansas River has been 
acquired for the site. It is expected that the 
plant will be completed by August, 1938. 

The plant will be a single 20,000-kw. unit. 
It will be tied in with the Wichita plant, which 
consists of two 10,000-kw. units and one 6,000- 
kw. unit, and the Neosho plant, consisting of 
one 20,000-kw. and one 15,000-kw. unit, located 
at Parsons, Kan. 


Earl Doty Becomes Advertising 
Manager of Delco-Frigidaire 


P Naess of Earl D. Doty, widely ex- 
perienced advertising man, as advertising 
manager of Delco-Frigidaire Conditioning Di- 
vision, General Motors Sales Corporation, has 
been announced by E. G. Biechler, general 
manager. Mr. Doty has been a member of Mr. 
Biechler’s staff. 

In his new post, Mr. Doty will be in charge 
of advertising covering General Motors’ auto- 
matic heating and air conditioning activities. 

Mr. Doty has been with Frigidaire and its 
predecessor company, Delco-Light, for twenty- 
one years. 


Merrill N. Davis Elected 
President of A. G. A. E. M. 


_ the Second Annual Meeting of the Asso- 
ciation of Gas Appliance and Equipment 
Manufacturers recently held in Cleveland, 
Merrill N. Davis, executive vice president and 
secretary of the S. R. Dresser Manufacturing 
Company, Bradford, Pa., was elected president 
of the association. 

E. R. Guyer, vice president of the Cribben 
and Sexton Company, Chicago, Illinois, was 
elected vice president and Donald McDonald, 
secretary of the American Meter Company, 
New York, N. Y., was reelected treasurer of 
the association. 
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Here’s Definite 
Proof that 


—_ 





BANCROFT HALL 
U.S. Naval Academy, Annapolis, Md. 
REWIRED 


The Largest Dormitory of its kind 
in the World 











CRESCENT ENDURITE 


SAFECOTE WIRE IS “EASY FISHING” 


In old, badly rusted % conduit with 

ns up to 140 ft. between pull boxes 
znd 2 to 3 bends in each run, most of 
hem being 90 degree elbows, two No. 
14 Wires were replaced by FOUR No. 





CONTROL CABLE 
DROP CABLE 
LEAD COVERED CABLE 
MAGNET WIRE 
PARKWAY CABLE 
RUBBER POWER CABLE 
SERVICE ENTRANCE 
CABLE 
SIGNAL CABLE 
VARNISHED CAMBRIC 
CABLE 


WEATHERPROOF WIRE 


ll types of Rubber Insulated Cables can be 
rnished with CRESCENT ENDURITE Insulation. 











12 Wires (Fed. Spec. JC-106)—and all 
done in the heat of Summer. 


Hundreds of feet of MORE WIRES 
OF HEAVIER CAPACITY were 
pulled through in record time with 
practically no trouble. NO OTHER 
LUBRICANT was needed, with few 
exceptions, than CRESCENT SAFE- 
COTE “SLICK” FINISH. When you 
want to cut time and labor costs on 
your installations, remember Bancroft 
Hall—and call your nearest Crescent 
Representative. 
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...and, as a result... 


IMPORTANT SAVINGS 


IN YOUR ELECTRICAL 
DISTRIBUTION COSTS 


F the many products specifically designed by John 
Manville to lower cost and increase efficiency ¢ 
electrical distribution, Transite Conduit is a strikin 
example of how well this purpose has been accomplished 
Made of two imperishable materials—asbestos 
cement, Transite Conduit is strong, permanent, corrosi0 
resistant, fire- and weather-proof. 
UNDERGROUND, Transite’s strength permits installation with 
out an envelope. “‘Concreting-in” costs are eliminated—installa 
tion savings large. And Transite’s high resistance to corrosi( 
assures virtual freedom from maintenance. 
ABOVE GROUND — in any exposed location—Transite Condi 
is weatherproof. Incombustible, it is unharmed by smoke 
corrosive fumes. Hence, it offers the economy of p nane 
efficiency, at negligible upkeep, throughout its years of sé 
Utility executives concerned with lowering electra 
distribution costs ... and keeping them low ... 
find it profitable to get all the facts on the many @ 
vantages of this modern conduit. For details, adare 
Johns-Manville, 22 E. 40th St., N. Y. C. 
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If you are interested in engineering, operating or 
maintenance problems, you will appreciate the basic 
improvements in Pennsylvania Distribution Trans- 


formers; some of which are: 


@ Coils of circular shape, the same as in power 
transformers, balanced radially and axially 
against short-circuit stresses; 


@ Treatment of coils in varnish—not compound— 
(made possible by open-type construction) at 
temperature not exceeding 105 c, thus assuring 
safe, pliable insulation; 


@ Low temperature gradient between copper and 
oil, which permits greater overloads with safety; 


@ Stud Type 3ushings brought out through pockets 
and bolted from exterior, giving maximum ac- 
cessibility ; 


@ Insulation fully co-ordinated with flash-over of 
bushings, resulting in complete surge-resisting 
qualities. 


It will pay you to consider Pennsylvania Distribu- 
tion Transformers before placing your next contract. 


Pennsylvania Transformer Co. 


1701 Island Avenue, N. S., Pittsburgh, Pa. 
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Modern principles. 
of valuing industrial properties 
and how to apply them 7 


This book presents the basic principles underlying the valuation of industrial properties,” 
with illustrations of their application to specific valuations. ‘The book includes g 

synopsis of all the controlling United States Supreme Court decisions affecting fe 
practice of valuation, and the development of an entirely new principle of —a 


ENGINEERING VALUATION 


by ANSON MARSTON 
Senior Dean of Engineering, Iowa State College 


and THOMAS R. AGG 
Dean of Engineering, Iowa State College 


655 pages, 6 x 9, illustrated, $6.00 


Practicing engineers and appraisers will find this comprehensive, up-to-date treatise” 
embodies the results of the widely known valuation research carried on for 16 years” 
at the Iowa Engineering Experiment Station. They will find that it embodies also” 
the many court decisions since 1919 which have established and clarified fundamental © 
valuation law. ‘The book presents in practical form the results of work that has | 
done much toward putting the mortality characteristics of industrial property on a— 
sound, scientific, actuarial basis. 


Special features of this book: 


the condition—per cent tables 

the methods of using mortality curves as aids in forecasting the probable service 
lives of industrial-property units 

the methods for estimating and accounting for actual depreciation 

the detailed analyses of 68 court decisions on valuation 

the tables of approved or implied allowances in valuation decisions for overhead 
costs, preliminary-expense value, going value, and working capital. 


te 
Rte 





Order from 


PUBLIC UTILITIES REPORTS, INC. 
1038 Munsey Bldg., Washington, D. C. 
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COAL AND ASHES HANDLING 


EQUIPMENT 











For Efficient, Low-Cost Operation 








THE Peck CARRIER 
TRACK HOPPERS Beusuies POWER HOES 
ELEVATORS xo CONVEYORS 
SKIP HOISTS "= LARRIES 
ROTARY R.R. oad DUMPERS 
POWER TRANSMIS SIC MACHINERY 


CRAWLER AND LOCOMOTIVE CRANES 


5 
Send IOr 'OF-TE- | IgGs (tp) i: Velehae s Nearest Office 


LINK-BELT COMPANY 
4{ Indiana} < Los Ar ‘ \ 
Offices in |} pal Cities 
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RETAIL STORES PLAY J) 


“ROBERTSHAW" 


in their newspaper ads 


Jhermal Eye 


we! OVEN-HEAT-CONTROL 


. HELPS THEM SELL RANGE! 


We leave it to you! Successful dealers displa 
Ss iow ws Thermal Eye Control in valuable advertising spor 
because it pays them well! 

They spotlight the name Robertshaw because i 
carries weight with customers. 

They’re smart—those dealers. They know how t 
put their fingers on features that give a plus to se 
ing. That's why they play up Robertshaw 
Sse Follow their tested selling system. Feature Robe 
= shaw Thermal Eye Control in your ads. Capitalize th 
RISHAW fact that Robertshaw is the oven-heat-control that 
— ae | known by women everywheref¥ —respected, trusted 
desired! 

































fd 
fowalsted Oven), 
~? aoBee 














rs 
UNIVERSAL - 


6" > 
greg. 







KISHAW | 


4 


Robertshaw's Thermal Eye Cont 
' i> swings a red signal into view wh 

a . - the oven reaches the desired p 
{ p heat temperature. It's an ey 

catcher—an action-getter—a ! 
ture that makes the entire ra 
more attractive to the 









MORE THAN 2,800,000 ROBERTSHAW CONTROLS NOW lt 


THERMOSTAT COMPANY 
YOUNGWOOD, PENNA. 
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*Try the Easy-Writing Royal under your daily working eae 
conditions and with your own operators. Learn first-hand Se J 
why it is World’s No. 1 Typewriter. Fill out the coupon __ 
... Clip! Or—phone your local Royal Representative, 


* GET A 10-DAY DESK TEST FREE! 
Royal Typewriter Company, Inc. 
Department WPU-1028, 
2 Park Avenue, New York City 
Please deliver an Easy-Writing Royal to my office for a 


10-day FREE DESK TEST without obligation to me. 


WORLD'S: No.1 
- TYPEWRITER 
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If your customers are 
ever kept waiting... 
If your customer con- 
tact departments are 
subject to seasonal 
or periodic conges- 
tion... If your bad 
debt losses are higher 
than they should be .. 


ee 















YOU SHOULD HAVE THIS BOOK! 





®@ It tells how the elapsed time for individual customer transactions 
in the offices of a public utility company can be (and has been) reduced 
from 10 minutes to 45 seconds each .. . It tells how new accounts 
can be opened, excess charge complaints adjusted—credit ratings, cus- 
tomer histories, amounts of deposits ascertained with remarkable 
speed ... It describes a new method for the centralization of infor. 
mation and practically instantaneous voice contact between depart- 
ments ... It deals not with theory but with fact—telling of surpris- 
ing results achieved by firms such as Kansas City Power and Light Co., 
New York Edison Co., Public Service of N. J., ete. 





DICTOGRAPH PRODUCTS CO., INC., 
580 Fifth Ave., N.Y. 0. 


0) Please send me a copy of “Better and 
Mere Profitable Public Relations.” 


©) Please have representative call. 





You should read “Better and More Proft- 
able Public Relations.” It will be sent on 
request without charge or obligation to 
interested public utility executives. Write, 
"phone or use coupon. 


DICTOGRAPH PRODUCTS CO., INC 


580 Fifth Avenue, New York, N. Y. 
Manufacturers of Precision Hquipment 
Since 1902 
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|HE NEW INTERNATIONAL 


PICK-UP TRUCKS 
In 3 SIZES 














The ALL-STEEL CAB 


is @ feature in every new 
International. The one- 


piece top, the sides, the Rob H ° ® 
ack and cow! panels, ar Pick-up bodies are available in 76, 
welded into the complete . wr 

sab teane, Rabber uses: 88, and 102-inch (inside body) lengths 
ings wherever cushioning . 3 a 
is weeded. This is the | for use on International chassis with 
roomy, well-appointed de 


luxe cab. 113, 125, and 130-inch wheelbases. 
These durable all-steel bodies meet 





ons 


nts Bin the new International Truck line special at- every requirement of pick-up truck work, of- 
tention has been given the popular pick-up fering practical and attractive design. 


| 
type of light truck—from the standpoint of 
rt- §@PPearance as well as all-around utility. The It is that way throughout the entire Interna- 


rig- roomy all-steel cab is designed and equipped tional Truck line. No matter what the load, 
J0., fjfor maximum comfort, convenience, and safety there is always an International built to fit 
under all operating conditions. It blends with the job exactly. More complete information 
it the modern grille, hood, and fender style on request. Ask the nearby International 





on Bt produce an effect of unusual distinction. dealer or Company-owned branch. 


INTERNATIONAL HARVESTER COMPANY 


180 N. Michigan Ave. Unserpereten) Chicago, lilinols 


INTERNATIONAL TRUCKS 
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Years ago our old name — American 
Steam Pump Company — was entirely 
appropriate, for then we made steam 
pumps only. 





But now we also build centrifugal 
pumps, turbine pumps and power 
pumps for many services. 


CENTRIFUGAL PUMPS . . Split 
and solid case types. 





And so to better associate our Com- 
pany name with our long established 
trade name — American-Marsh — by 
which most of our equipment is known, 
we have recently changed our Com- 
pany name to that used in the signa- 
ture below. 





STEAM PUMPS . . Simplex and 


Duplex types in all practical sizes. 


However, there has been no change 
in financial structure . .. no change in 
management... no change in quality 
standards maintained for more than 60 
years ...no change in address. 





TURBINE PUMPS . . Guy om May we be favored with your next This 


oA (cut | 
wearing part, a perfectly balanced ping inquiry Th 
impeller. oe ? os 


AMERICAN-MARSH PUMPS, |NC. 


types 
Centrifugal, Turbine, Steam, and Power Pumps a 


BATTLE CREEK ... . MICHIGAN | 
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few words explain it. New Interchange- 
able parts make old Trident and Lam- 
bert Water Meters New. 


UT this is only one of the many features 
of these Quality Water Meters. There's 
a type made for every service. 


ATALOGS from Neptune Meter Co., 
i (Thomson Meter Corp.,) 50 W. 50th 
St., (Rockefeller Center), New York 
City. Neptune Meters, Ltd., 345 So- 
rauren Avenue, Toronto, Canada. 


This Neptune Meter Casing 
(cut away) is 38 years old. 


The parts are modern. Both 
Frost-Proof and Split-Case 

types are protected by Inter. 

changeable Parts. 


and LAMBERT WATER METERS 
OVER 6 MILLION MADE AND SOLD THE WORLD OVER 
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It's Time to refill your Purification Boxes 
az with CONNELLY 


+ 
4 bs ~. 
id ¥. 


This shows why Connelly Iron Spon, e lasts longer, 4 . 4 
purifies better, and “goes farther.” Note how ordi- Of course you will want to use this superior gas 
nary wood shavings pack down under the man at the purification material . . . made under controlled 
left. At the right is the patented wood filler used in methods to insure a uniform mixture of er ee | 
Iron Sponge, which stands up under the weight. That’s selected wood filler with the highly active, hydrated, 
why Iron Sponge maintains the bed porosity and cuts alkalized iron oxide that gives increased capacity, 
down pressure loss through the box. It pays to fill rapid rejuvenation after fouling, and fewer re- 
your boxes “for keeps” with Connelly Iron Sponge. newals. Ask for Bulletin No. 100-B-1. 


CONNELLY Governor company 


CHICAGO, ILL. New England Representative: T. H. Piser, Wellesley Hills, Mass. ELIZABETH, N. J. 














STOPPERS 


All Types 
PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 


SAFETY GAS MAIN STOPPER CO. 
523 Atlantic Avenue 
Broo York 


, New 
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INNEAR 





MOTOR OPERATED 
mon Gi, Rche Rekek 3: 


i 


We let electric power 
give us convenience 


and save us timel 








Combined 


WITH ROLLING 
DOOR ECONOMY 


Time saved is money made. That’s why electric door 
operation catches the eye of today’s building owner. 
It brings speed and convenience to the operation of ser- 
vice doors. Push button controls may be located at any 
number of strategically located points so that people 
with other duties can open and close doors without 
wasting time, steps and money. 

Add these advantages to the time proven virtues of 
UPWARD ACTING KINNEAR STEEL ROLLING 
DOORS, and you have an ideal combination. Accurately 
counterbalanced and coiling above the lintel, Kinnear 
Doors are out of the way, save floor and wall space, 
are unhampered in operation by ground obstructions and 
less subject to damage. When open they are out of the 
way of moving vehicles and where wind cannot blow 
them closed or damage them. All in all a combination 
of features that should not be overlooked on any job. 


Te KKINNEAR 


Manufacturing Company 
2060-80 Fields Ave. Columbus, Ohio 





KINNEAR ROLLING 
GRILLES GIVE 
PROTECTION 


UNOBSTRUCTED AIR, 
LIGHT AND VISION 


BUILT BY DOOR EXPERTS 


True to Kinnear tradition, the 
new design of Kinnear Rolling 
Grille offers another outstanding 
contribution to the building in- 
dustry. Innumerable situations 
requiring protection against tres- 
passing, burglary and intrusion 
can now be successfully met. . . 
with the added advantages of 
full vision and admittance of air 
and light. Like a window blind, 
coiling above the opening and 
spring counterbalanced it op- 
erates easily, conveniently and 
with space economy. When closed 
and securely locked, it provides 
an impassable barrier. And 
when open, it is an unnoticed 
guard which is always on call. 
Artistic in design and built in 
any size or metal, there is prac- 
tically no limitation to the places 
it can be permanently installed 
in old or new buildings. Com- 
posed of round steel bars and 
ornamental pressed steel links, 
the grille proper is of remarkable 
strength. Write for complete 
details. 
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—World Wide Photo. 


A Tower of Strength 
and Power 


Whatever may be said of the Strength and 
durability of ancient towers and medieval castles 
can surely be expressed for the transformer 
illustrated here. For it is indeed a tower of 
strength and power — with its spires extending 
into the sky, and dwarfing the average man by 
its size, it can’t help but impress on a person’s 
mind or instill in one a feeling of the bigness and 
importance of this transformer and the project 
where it is to be installed. This Wagner power 
transformer and many others are to 

be installed on the Government's 

giant Bonneville power and naviga- 

tion dam project on the Columbia 

River between the states of Wash- 

ington and Oregon. (View of dam 

nearing completion is shown above.) 

The Wagner power transformers are 

rated 16,000-kva, 115-kv. single- 

phase, water cooled. 


Wagner is glad for having been of 
service on this project and thousands 
of other power transformer installa- 
tions. We would appreciate an oppor- 
tunity to consult with you on your 
power transformer problems. Wagner 
Power Transformer Bulletin No. 181 
will be sent upon request. 


TP437-1BA 


Waégner Electric Corporation 


T< 


6400 Plymouth Avenue, Saint Louis wv: 


TRANSFORMERS MOTORS FANS BRAKES 
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Rural lines, though low in first cost, 
must give unfailing service. Rural cus- 
tomers cannot countenance power inter- 
ruptions, and lines are often isolated 
and difficult to reach in an emergency. 


A.C.S.R. conductors offer a combination 





of high strength, durability and high 
electrical conductivity. With Aluminum 
Cable Steel Reinforced, low cost lines can 


be built which assure reliability, and low 





maintenance costs. 


ALUMINUM COMPANY OF AMERICA 


& 
L 
C 
0 
A 
A 
L 
U 
Mi 
N 
U 
M 


2134 Gulf Building, Pittsburgh, Pennsylvania 
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FOR THE TOUGHEST KIND 
OF HAMMER WORK .... 


Drill—dig—Drive—cut or 
tamp with a BARCO Portable 
Gasoline Hammer. You will be 
surprised at the savings made 
and which soon liquidate the 
investment. 

For additional information 


send for catalog. 


; o BARCO 
Fb gd ode Sigh gear MANUFACTURING CO. 


in stride . . . their power is not 


retarded by temperature. 1803 W. Winnemac Avenue, Chicago, ll. 
q BARCO,,.” sssoum 
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CONDENSERS The manufacture of condensing equipment by {@@Z 


Foster Wheeler was established forty-six 
EVAPORATORS years ago. Expanded tube condensers, “Lock- 
FEED WATER HEATERS },2ad” heaters and evaporators, and welded 
steel shells are modern contributions to the 
industry. 








The Foster Wheeler experience in fuel pul- 
verizing units dates back to 1898. Unit firing 
and storage systems—including both impact 
and ball mills—have embraced the various 
coals and cokes in some of the largest plants. 


The superheater installations of Foster 
Wheeler in the past thirty-five years cover a 
wide range of use in many countries. 


Air heaters have been manufactured in Foster 
Wheeler shops for twenty years. The con- 
structions used include tubular and sectional 
plate types. 


ECONOMIZERS Seventeen years ago, Foster Wheeler de- 
veloped the armored, extended surface econo- 
mizer. Hundreds of installations have been 
made both at home and abroad with heating 
surfaces up to 34,000 sq. ft. per unit. 





WATERWALLS Pioneering in 1922, Foster Wheeler developed 
and promoted the adoption of waterbacks and 
waterwalls for the completely water cooled 
furnaces of modern steam generating units. 


BOILERS High pressure (1525 lb. pressure) steam gener- 
ators by Foster Wheeler are based on long 
experience of its antecedent companies—some 
carrying back more than fifty years. Modern 
principals—including economizers—developed 
twelve years ago. 


FOSTER WHEELER CORPORATION 
165 Broadway, New York, N. Y. 


ERWHEELER 
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A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolution- 
ary larger-capacity foam equipment for flam- 
mable liquid fires. 


The specially designed PHOMAIRE Play 
Pipe connects to your hose line (34" to 24/2"). 
When the water is turned on, PHOMAIDE, 
a new foam-making solution carried in a Hip 
Pack, and air are automatically drawn into the 
water stream in the proper proportions to 
form foam. 


There are no complicated preliminaries, no 
confusing adjustments, no moving parts. And 
only one man is required at the Play Pipe. 


Less than 20 gallons of water at a pressure of 
75 pounds or more are required per minute. 
This is the only efficient foam unit available 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 to 
400 gallons per minute may be continuously 
produced by merely pouring additional solv- 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask for 
descriptive literature, prices and a demonstr- 
tion of the Phomaire Unit illustrated at the 
left. Don’t wait! Mail your request now. 


Get the Latest Foam Equipment 


Pho ana Phomaide 


SOLUTION 


developed, made and sold by 


| Pore lain for 


\TLANTA Smcses 
naneas crrv GAN 
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P. U. R. Question Sheet Plan 


N educational opportunity 
for public utility men. A 
fortnightly quiz of ten questions 
and answers on practical finan- 
cial and operating questions dis- 
cussed and decided by the State EMER RD 
Commissions in their investiga- BOS retetetaa x 
tions of public utility companies. POSER) 
S NEEDS PAINTING Sx 
\ x xy xX 

: O".8%8 

‘ SOK 

\) 


iY) 
OVO 
ROR RI 
4 OX) 
OK 








$25.00 a year for the Public Utilities 
Fortnightly with Question Sheets and 
answers. 

$10.00 a year for Question Sheets 
and answers alone. (This subscription 
is for those who have access to the 


Public Utilities Fortnightly.) CO p p E RWE LD NON-RUSTIN G 
For further inf dd Geuce Galric and 
or further information address 
B wued Wire 


PUBLIC UTILITIES REPORTS, Inc. NEVER vced PAINTING 


1038 Munsey Bldg., Washington, D. C. 
That's why they COST LESS per year 


Copperweld Steel Company Glassport, Pa. 














Nothing Like It for Control Bus or 
Other Floating Service 


ESIGNED by Exide engineers for exciter and 
other stationary services, early in the history 
of this Company, the Exide-Chloride Battery has 
been for nearly half a century the choice of con- 
sulting and operating engineers all over the world. 
For floating service no battery has yet been de- 
signed that will give greater satisfaction and life 
with such low maintenance. Write for Bulletin 204 
and learn more about this exceptional time-tried 
battery. 


THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturers of Storage Batteries 
for Every Purpose 


CHLORIDE PHILADELPHIA 
B A T T E R | E s Exide Batteries of Canada, Limited, Toronto 








SEs 
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RESEARCH HELPS 
BUILD LOAD SOUNDLY 


Electric refrigerators are great load builders. 


But electric refrigerators vary in construction 
and therefore in effectiveness. Often performance 
in some respects is better than in others. 


That is why Electrical Testing Laboratories 
makes complete tests and reports the results. 
Then you can see how products measure up, on 
your different requirements. 


For forty years E. T. L. has been conducting 
research and testing activities for utilities, on al- 
most every commodity that they sell, service, 
buy or use. Our clients tell us that this has made 
their operations more economical, May we serve 
you? 


ELECTRICAL 
TESTING 
LABORATORIES 
ind East End Avenus 


ee 








ee 





TROUBLE 
FREE 
SERVICE 


Year In— 
Year Out 


Your outdoor meter installation worries 
are over the minute you install this 
cabinet. Made of special aluminum 
alloy which completely defies rust 
and other forms of corrosion. Weather- 
proof, handsome, roomy—it will give 
trouble-free service year after year. 





Write today for complete details. 


WaLker 


ELECTRICAL CO. 
ATLANTA, GEORGIA 











rum Full Size Professional J 


/ Here’s thrilling news! A 
full size, heavy duty Alad- 
din Electric “ARC WELDER 

—only $39.25 with De Luxe 
Accessories! Not a toy, but a 
big, 100-pound man-sized ma- 
chine that welds all weldable 
metals and alloys with amaz- 
ing efficiency, everything from 
cast iron parts to light sheet 
metal. A sturdy, welded-steel- 
construction machine, yet 
easily portable on casters. 


WORKS FROM 110-VOLT SOCKET 
Simply plug into any 110 or 220 volt A.C. electric 
socket. Economical—costs only a few penniesan 
hour to use. Often pays for itself on first or 
second job. Can be carried right to outside 
in auto truck or side car. as complete heat 
controls, Anyone can use easily. Instructions for 
doing all kinds of welding jobs included. 


cnetng Detalis FREE! 
Send no money! rite today for fascinating 
facts about this new Aladdin ARC WELDE 
with De Luxe Accessories. Aladdin is the ideal 
welder for Public Utility service, maintenance 
d construction work—a highly efficient machine 

RANTEED TO MEET A CLAIMS, at 4 
fon of the price asked for others—at a sav. 
ing that may amount to several hundred dollars! 
Send today for full details. You are not obligated. 
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As Is Your 


Thermostat, 


So Is Your Storage Heater 


You will agree that the success 
of an automatic storage heater 
depends in large measure upon 
the performance of its thermo- 
stat. Look well, therefore, to 
that angle. 


Your aim is to increase consum- 
er satisfaction. That means, in 
the present instance, a thermo- 
stat upon which the user can 
depend at all times—which re- 
duces your servicing to a neg- 
ligible minimum—which consis- 


tently builds good will for you 
in your community. 


The Titan Snap Action Thermo- 
stat fulfils these requirements. 
It is known for its universal 
reliability even under the most 
severe conditions. Titans are 
already standard equipment on 
most storage heaters approved 
by the American Gas Associ- 
ation. Their enviable record 
warrants your complete confi- 
dence. 


THE TITAN VALVE & MANUFACTURING COMPANY 


THERMOSTATS = «» 
9913 Elk Avenue 


SAFETY PILOTS «» 


RELIEF VALVES 
Cleveland, Ohio 
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Business Success _ 


is also MUST | 


HE heftiest problem that 
harries the thoughtful 


American business man 
is the responsibility to be suc- 
cessful. 


If he fails in that basic duty 
everything else in the busi- 
ness picture becomes aca- 
demic detail. 


You can’t blink the fact—his 
success is a “must” for your 
sake, as well as his own. 


Why? Because only a busi- 
ness that takes in more than 
it pays out can hope to keep 
going and meet payrolls. 


And only a going business 
can support the flock of other 
businesses that depend on it 
for orders to keep their men 
and machines going. 


Finally, only a successful busi- 

ness has the surplus money it 

takes to work out improve- 

ments in products and values which insure 
future jobs. 


Daurin depression, only those companies 
fortified by success are able to carry em- 
ployes by dipping into reserves built up 
during prosperous times. 


The extent to which American private enter- 
prise did dip into reserves during 1930-34— 
totals by latest estimate some $26,600,- 
000,000. 


That’s the amount paid out, over and above 
income, to keep plants going and men at 
work. 


In other words, industry voluntarily con- 
tributed more than twice what the Government 
spent for “‘priming the pump’’—not to mention 
the fact that business earned its money, 
whereas Government money comes from 
borrowing and taxes. 


This shows in cold-turkey figures why busi- 
ness success is a “must.” 


So also does the illuminating fact that 
40,000,000 stockholders and their depend- 
ents have a stake in and directly benefit from 
ownership in American business. 


All of these people—all the millions of 
gainfully employed—all Americans including 


yourself, no matter where you live, what your 
work or how you do it—have not merely a 
casual but an acute meal-time interest in 
seeing business in this country go ahead! 


Business Raises Living Standards 


Only 35 roars ago there was but one insur- 
ance policy-holder to ten people—today, 
every other person in America has a life in- 
surance policy. 


There were only 1000 radios in 1920—in 
1935, the number of families with radios 
was 22,869,000. 


In 1913, there was one bathtub to ten people 
in American towns and cities—fifteen years 
later there was one to every five people. 


Thus have people enjoyed an increasing 
abundance of things in America, a business 
nation. 





This advertisement is published by 


NATION'S BUSINESS 


ine devoted to interpreting business to itself, 

and on aes about a better understanding of the intri- 
tions of government and business. The facts 
Bublished Bese are indicative of its ie it and contents. 
. copyto NATION’S BUSINESS, 


WASHINGTC ~ D.C 
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Whether You Buy A Tankful Of Gasolene Or 


A Carload Of Oil—You Can Be Sure That 
CITIES SERVICE PRODUCTS Are Unsurpassed! 


THE QUALITY of Cities Service gasolenes, oils and greases is guarded 
every step of the way from the oil well to you. For Cities Service is a 
completely integrated unit in the oil industry, engaged in all phases 
of petroleum operation .. . production, transportation and refining. The 
finished products, backed by 74 years of refining experience, reach 
you through 15,000 reliable outlets. The Cities Service emblem is 
your guarantee of dependable products and efficient, courteous service. 





= 


ITIES SERVICE oS Serves A Nation! 
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Every smudged copy, every error in copying, 
every overworked and overloaded typist — 
demonstrates again your need for Ditto. For 
Ditto eliminates such wastes. 


Public Utilities everywhere are accurately 
controlling their operations by using Ditto 
for the speedy inexpensive reproduction of 
reports, accounting forms, repair instruc- 
tions, operating orders, material lists, inven- 
tories, schedules and the like. In no other 
way can you make copies so quickly and 
so inexpensively. 
























Write today for our new & 
book “‘Copies—Their Place 

én Business.” It teils fully 

just what Ditto is, and 

what it can do for you. 


Ditto 


INCORPORATED 
2284 W. HARRISON ST. 
CHICAGO, ILLINOIS 
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Engineers 
VALUATIONS & REPORTS 


PHILADELPHIA 


DESIGN 
CONSTRUCTION 
OPERATING COSTS 


CHICAGO NEW YORE DALLAS WASHINGTON 








SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK SAN FRANCISCO 








MARK WOLFF 
Public Utility Consultant 


Investigations, Rate Studies, Valuations, Reports, Expert Testimony 
Corporate Reorganizations 
NEW ORLEANS, LA. 


NEW YORK, N. Y. CHICAGO, ILL. 








JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


NEW YORK 


BLACK & VEATCH 


CONSULTING ENGINEERS 


A jan! ; 
é 





ions and reports, 
design and supervision of construction 
of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. BOSTON 











EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 
PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
te in irice y mere Be fixed ital 
rate iq es, rec ’ cap 
reclassification, origieal cost, security issues. 














ROBERT S. RAINS & CO. 
Special Consultants 
Accounting, Taxes and Engineering 
Munsey Building, Washington, D. C. 
Teleph Metropol 2430 


EDWARD J. CHENEY 
ENGINEER 


Pablic Utility Problems 





ROBERT 8. RAINS 
Former Special Consultant 


61 BROADWAY NEW YORK Federal Communications Commission 








© This page is reserved for engineers and en- 
gineering concerns especially equipped by ex- 
perience and trained personnel to serve utilities 


SPOONER & MERRILL, INC. 


Consulting Engineers 





in all matters relating to rate questions, ap- 
Praisals, valuations, special reports, investiga- 
tions, design and construction. « - 








Design—Supervision of Construction 
~ Reports — Examinations —Valuations 


20 North Wacker Drive Chieago, Ill. 
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é CUT COSTS | 

Ge sides WITHOUT | 
TO WRITE -. CUTTING — 
CORNERS 


@ Facts and Figures profit a busin 
in ratio to their usability, to their vi 
bility and accessibility. Your busine 

"like every other commercial, industt 
or professional enterprise, thrives ¢ 
daily diet of questions and answers. 
can cut costs if facts and figures flo 
swiftly and smoothly through your a 
tive records. 








Cut costs without cutting corners by 
stalling Postindex Visible Filing Equipment. No other visible filing equipment off 
as many distinct advantages as Postindex. Beginning with the patented, self-aligni 
trunnion, wire card holder, a Postindex feature, Postindex offers: (1) Four sides” 
write on, thus doubling the capacity and utility of the single record form; (2) t 
form is its own holder; (3) offset signalling; (4) faster posting; (5) four types” 
files to suit the use requirement of your business. 

Sample forms for any record purpose will be sent 
on request together with a complete catalog of 


Postindex Visible Filing Equipment. q 
POSTINDEX COMPANY 
JAMESTOWN, N. Y. Cabinet Flat Book 


Model 
A DIVISION OF 
ART METAL 


| CONSTRUCTION CO. bly 
Sostindex = fy 
Visible Files 
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Practically 


LOL ELE And This 
Ae RIAD 





hin Tool-Steel Blade Wheel Is The Reason 


ou want a new experience that will show you how quick- 
easily and cleanly pipe can be cut, try a RIFAID 
er. 


u'll find the patented FRIEZER0I> Cutter wheel a real 
provement. Coined out of tool steel sheet, hammered, 
t-treated and cast into a steel-bearing hub, it rolls 
artly through any pipe, practically without burr—many 
bre cuts per wheel. Try one at your Jobber’s. 


Save 75% OF Your Pipe Wrench Repairs 


Pee The RIEAID Wrench housing is uncondi- 
girs : tionally guaranteed not to break or warp—so 
UO == goodbye to 75% of your wrench repairs. 


Seas 
e a ee ORO} 


dge Elyria, 
bol Co. Ohio 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








TER! 


OW delightful, how interesting—even to- 
day—that famous fantasy of » Lewis 
Carroll! Remember? Alice and thé Red Queén 
were running hand in hand./Fhe Queenswent 
so fast it was all Alice could do to.keep up 
with her, And still the Queef kept cryingy, 
“Faster! Faster!’’ But Alice could go: no faster 
though she had no breath to say’so. 


Exhausted, she finally sat down and looked 
around her in great surprise to find that with 
all her running she was still under the same 
tree and apparently had made no’ progress. 


“Well,” said Alice to the Queen, “in -our 


country, you'd generally get somewhere else—if 
you tan very fast for a long time, as wé've 
beendoing.”’ “A slow sort of country!” said 
the Qteen. “Now, Aere, you. see, it takes all 
the runing you can do to keep in ‘the same 


1”? 


€ 


¢ 
place. If you want to get somewhere clseg 


must*run at least twice as fast as that!” 


How. well this. expresses the. Conditions ii 
modern industry. ““Im get somewhere dse’= 


», to. make progress—the electrical industry must 
, move faster than ever before. In load b 


we must have Better Light——Better Sight 
Blgc_jical Standard of Living, and 6ther D0 rt 
sales programs. In engineering, we must wom 
with, higher steam pressures, highér rempert 
tufes, new dielectrics, higher-speed circu 
breakers—new, more efficient desig: <_of all 
types of equipment. ‘The only way to bette 
service and reduced costs is progress. And a 
only way to progress is through'the »urch# 
of equipment from those manufacturcts Wi 
have the.experience, personnely,and acl 


to do this kind of work. ao # 


caterers 





